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US proposes 
cutting its 
dependency 
on oil imports 

Far-reaching proposals to 
increase US domestic energy 
production, in order to reduce 
dependence on Imported oil, 
were proposed by the Bush 
administration. Page 14 - 

Statue toppled 

Police fired warning shots as 
a jubilant pro-democracy 
crowd toppled the giant bronze 
statue of Communist Albania's 
founder, Enver Hoxha, that 
had long dominated the heart 
of Tirana, Page 4 

HK airport delay 

1 Hong Kong is about to aban- 
don plans to open a new inter- 
national airport just before 
the territory returns to Chi- 
nese sovereignty in 1997. The 
airport may be opened a year 
later instead. Page 3 

Shipworkers protest 

Tens of thousands of angry 
workers demonstrated in a 
dozen towns against the threat- 
ened closure of east German 
shipyards. More than 20,000 
marched through the Baltic 
port of Rostock. 

Tejero stays in jail 

A Spanish judge ruled that 
Antonio Tejero, the former 
colonel who fired shots in par- 
liament and held deputies at 
gunpoint in a 1961 coup 
attempt, must stay injafl. 

Apartheid apology 

A South African government 
minister apologised for 40 
years ofradal discrimination. 
Deputy foreign minister Leon 
Wessels said: "Apartheid was 
a terrible mistake that blighted 
our land.” 

IRA murder charges 

Four allegedlrish Republican 
Army guerrillas went on trial 
In Roermond, Netherlands, 
amid tight security, charged 
with murdering two Australian 
tourists mistaken for British . 
soldiers. 

Do Maiz&re cleared - 

Chancellor Helmut Kohl's 
Christian Democrats said that 
former East German prime . 
minister Lotbar de Maizfere 
had been cleared of allegations 
of spying. - 

Yeltsin accused 

Conservatives in the Soviet 
parliament accused-Russian 
Federation president Boris 
Yeltsin of declaring civil war 
with his appeal to Mikhail Gor- 
bachev to resign. Page 4 

Policewoman shot 

A French policewoman was 
shot dead while sitting in a 
patrol car. the first fatal shoot- 
ing of a woman officer since 
they were admitted to the 
Paris police force in 1975. 

Row over king 

The Greek Justice Ministry 
ordered an inquiry into ship- 
ment of nine containers of 
goods from former King Con- 
stantine’s summer palace to - 
Britain. The incident has 

caused a public row. 

Cholera toll mounts 

The death toll from the cholera 
outbreak spreading across 
Pern rose to 116; Health offi- 
cials expect the epidemic to 
continue for two months. 

Georgian ultimatum 

The Supreme Soviet gave .Geor- 
gian lawmakers three days - - 
to end a separatist conflict 
within the republic orfacea 
state of emergency. Page 4 

Indian clash kills 15 

At least 15 people were shot 
dead when supporters of a radi- 
cal Indian political party 

clashed with a private army 
hired by rich landlords in east- 
ern Bihar J _ 

Ya ch ts ma n safe 

Veteran Sooth African sailor. 

Bertie Reed rescued fellow 

countr yman John Martin, over- . 
all leader in the single-handed 
roundthe-world yacht race, 
fynm his sinking maxi-racer 

in a gale off Cape Horn. 
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The tall is worrying the Organ- 
isation of Petroleum Exporting 
Countries which is to meet 
to try to stem it. Page 2 

MARKETS: New York; Interest 
rate fears sparked a sustained 
morning sell-off and by L30pm 
the Dow Jones Industrial Aver- 
age was 28.96 lower at 2.90322. 
Tokyo: Nikkei average closed 
with a small gain of 3 LSI at 
26,198.79. Paris: CAC 40 index 
down 7.86 to 1,693.07. Frank- 
fort: the DAX closed 19.81 
lower at L567.32. Back Page - 
Section Zf 

EUROPEAN Commission 
paved the way for life insurers 
to sell services and establish 
branches in all EC countries. 
Page 14 • 

OLYMPIA &Yark, foal estate 
developer, is to receive C$420m 
($365m) in dividends from a 
subsidiary which sold its stake 
in UK food and drinks group 
Allied-Lyons. Page 18 

SKOPBANK, commercial and 
central bank for Finland’s 150 
savings banks, said consoli- 
dated profit fell in 1990 by 17.7 
per cent. Page 16 

GEEST, fresh produce group, 
wants to buy Del Monte Tropi- 
cal Fruit if Polly Peck Interna- 
tional’s administrators offer 
it for sale. Page 16 

LLOYDS Abbey Life, life assur- 
ance and financial services 
arm of Lloyds Bank, reported 
pre-tax profits of £318 An 
($63 1.4m) and exceeded opti- 
mistic forecasts. 

Page 16. Lex, Page 14 

ROYAL Dutch/Shell, Anglo- 
Dutch oil group, showed a drop 
of 16 per cent in its earn in g s 
for the foil year to £3.01bn 
($5.95bn) from £3.58bn. in 1989. 
Rage 15. Lex, Page 14 

BBONB-Pouksic, French state 
chemicals group, saw profits 
fall by two thirds last year as 
the declining dollar cut earn- 
ings from North American sub- 
sidiaries. Page 15 

SOVIET government agreed 
emergency measures to pump 
Rbs25bn of extra investment 
into its ailing oil industry this 
year. Camzhodities, Page 24 

UNITED Technologies, diversi- 
fied engineering group, said 
its Pratt & Whitney aero-en- 
gine business expects to cut 
up to 1,500 jobs. 

Page 18 

NORDBANKEN, Sweden’s sec- 
ond largest commercial bank 
group, reported a pre-tax profit 
of SKrlm (S180m) for 1990. 
down from SKiL2bn. Page 15 

FANCC, Japanese machine : 
tool equipment maker, dropped 
plans to take a 40 per cent 
stake in Moore Special Tool, . 

US precision tool company, 
following pressure from US 
Congress members. Page 7 
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US recession 
‘will be less 
severe than 
previous ones’ 

US recession is likely to be 
"shorter and shallower" than 
most previous post-war down- 
turns, said US Federal Reserve 
chairman Alan Greenspan. 

He expressed cautious opti- 
mism that substantial recent 
cuts in interest rates would 
revive US economic growth 
later this year. Page 14 

OIL: crude price recovered by 
50 cents with North Sea Brent 
crude for April delivery trad- 
ing at $17.30 a barrel as the 
market took its direction from 
the news about the progress 
of the Soviet peace proposals. 

Oil price 


Soviet diplomats cautious about chances for peace initiative 

Allies intensify attacks 

By Victor Mallet in Riyadh, Peter Riddell in Washington, John Lloyd in Moscow and Robert Graham in London 


ALLIED probing attacks in 
preparation for a full-scale 
ground offensive to liberate 
Kuwait Intensified yesterday 
as Iraq continued to adopt an 
ambiguous stance towards 
tough Soviet proposals to 
achieve a withdrawal 

The door for diplomacy was 
kept aiar as both sides in the 
Gulf conflict weighed the 
momentous consequences of 
an allied land battle. But 
Soviet diplomats appeared 
increasingly cautious about 
the chances of success for their 
initiative. 

Mr Tariq Aziz, Iraqi foreign 
minister, handed the Soviet 
proposals to President Saddam 
Hussein late on Tuesday after 
returning from Moscow via 
Tehran. Despite being pressed 
both by the Soviets and by the 
US for a rapid response, it was 
still unclear if and when Mr 
Aziz would return to Moscow. 

The increasing tempo of 
fighting on the ground was 
highlighted when four US heli- 
copters forced some 500 Iraqi 
troops to surrender during a 
raid on a network of Iraqi bun- 
kers north of the Saudi border. 

Allied forces also continued 
their air attacks on targets in 
Iraq and Kuwait and started to 
hit front-line Iraqi positions 
with artillery in preparation 
for a possible offensive - al- 
though one British officer yes- 
terday described the artillery 
raids as "pinpricks" compared 
to the barrage that could sig- 
nal a full-scale «g«init. 

"The border is broadening” 
said a US officer yesterday 
when asked if allied ground 
forces were crossing the fron- 
tier. 



Bomb toll: An Iraqi street 

Two Apache and two OH-58 
helicopters destroyed between 
13 and is Iraqi bunkers, and 
hundreds of Iraqis gave them- 
selves up in what Brig-Gen 
Richard Neal, the deputy direc- 
tor of US Central Command, 
called "an unexpected sur- 
prise”. Chinook transport heli- 
copters were sent into Kuwaiti 


seller in the centre of Baghdad 

territory to ferry the prisoners 
to Saudi Arabia. 

Allied commanders were 
quick to interpret the surren- 
der of such a large number of 
troops as a further sign of 
crumbling morale after more 
than a month of sustained 
aerial bombardment. 

The sagging morale of Iraqi 


sits amid the aftermath of allied air raids 


troops has also been increas- 
ingly evident far away from 
battle zones with Turkish 
authorities reporting that more 
than 500 crossed the Iraqi- 
Turkish border in the past 
week making a total of 773 
since the August invasion of 
Kuwait. 

The cross-border engage- 


ment was one of several 
aggressive operations by the 
multinational alliance desig ne d 
to show Mr Saddam he could 
expect no breathing space until 
he began an unconditional 
withdrawal from Kuwait 
The hard line was reflected 
Continued on Page 14 
Gulf reports. Page 2 


Baghdad braced for allied ground assault 


By Lands And on! in Baghdad 

IRAQ’S leadership was last 
night bracing itself for a 
ground assault by the allied 
forces at any moment while 
still considering its response 
to the Soviet initiative aimed' 
at ending the Gulf war. 

Over the past 48 hours, the 
Iraqi press and radio have 
been systematically preparing 
the papulation for the land 
war. Newspaper editorials and 
radio commentaries were 
clearly aimed at boosting the 
morale of the people and pre- 
paring them for “big sacri- 
fices”. 

“We are awaiting the grand 
battle that President George 
Bush and his allies have been 
threatening ns with. They will 
discover that a big shock is 
awaiting them that will shat- 


ter their dreams and goals”, 
one newspaper said. It was not 
clear if the newspaper was 
hinting at the possible use of 
chemical weapons or whether 
it reflected confidence in the 
army’s ability to beat off an 
offensive. 

Despite the warnings of the 
media, an Arab diplomat said 
yesteday that the door had not 
been closed on a political solu- 
tion. Analysts in Baghdad did 
not expect the Iraqis to reject 
the Soviet initiative outright, 
unless the allies launched the 
ground offensive before Bagh- 
dad had made its response to 
Moscow. 

They believed the Iraqi 
response would be cautiously 
positive. Baghdad, they said, 
might attach observations and 


reservations to the Soviet ini- 
tiative to ensure that its Inter- 
ests were being taken into con- 
sideration. Other analysts, 
however, said Baghdad could 
not be e xp ect e d to accept any 
proposals that excluded the 
main principles contained In 
last Friday's offer of a condi- 
tional withdrawal from 
Kuwait 

They added that the Soviet 
proposal would be taken more 
seriously in Baghdad if 
Moscow succeeded in estab- 
lishing some linkage, at least 
in principle, between the Gulf 
crisis and the Palestinian 
problem and also addressed 
Iraq’s economic situation and 
its security concerns in 
Kuwait 

Diplomats say that Iraq will 


not take the risk of pinning all 
its hopes on the Soviet initia- 
tive. They added that since the 
war started, Baghdad had 
learned the bitter lesson that 
it Tnnst first ~anti foremost - 
depend on its own capabilities. 

The Iraqis have been heart- 
ened by the positive reaction 
of some European countries to 
the Soviet initiative. They con- 
tinue to hope that the Soviet 
initiative will break the US-led 
alliance but remain sceptical 
that the European govern- 
ments will be ready to split 
the coalition and take a line 
independent from Washington. 
At the same time, they do not 
want to be seen as the party 
which undermined efforts to 
end the fighting. 

Meanwhile the press and 


radio stressed that the expec- 
ted the land battles would be 
decisive and costly. “We are 
approaching the great duel, 
the mother of all battles'*, the 
newspaper Jumahouriah said. 

In Its main political com- 
mentary Radio Baghdad also 
called cm the Iraqis to prepare 
themselves for the big battle. 
“Ibis will be the chance for 
the free people in the world to 
end the hegemony of the impe- 
rialists and the capitalists”, it 
said, invoking the revolution- 
ary rhetoric of the ruling 
Ba’ath party in the 1970s. 

Meanwhile in the Amariyah 
district of Baghdad where 
allied missiles hit a shelter 
last week killing hundreds of 
civilians, victims’ families 
vowed to avenge the deaths. 
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EC accepts 
formula for 
negotiating 
farm trade 
reforms 

By William Dullforce 
in Geneva 

A BREAKTHROUGH clearing 
the way for a resumption of 
international trade talks came 
yesterday when the European 
Community accepted a formula 
for negotiating the reform of 
world form trade. 

Mr Rufus Yerxa, deputy US 
trade representative, described 
the ending of the impasse over 
agriculture as a very signifi- 
cant development 

Although a deal over farm 
reform was still a long way off, 
the US would no longer block 
continuation of the four-year 
exercise in trade liberalisation 
under the General Agreement 
on Tariffs and Trade (Gatt), he 
said. 

After the breakdown of 
Gatfs Uruguay Round at the 
world trade ministers’ meeting 
in Brussels in December. Mrs 
Carla Hills, US trade represen- 
tative, said the US would not 
return to the negotiating table 
until it had received a clear 
signal that the EC was willing 
to negotiate a deal on farm 
reform. 

US officials said later that a 
resumption of the round with 
some promise of progress was 
necessary for US president 
George Bush to seek before the 
March 1 deadline and exten- 
sion of his "fast-track” negotia- 
ting authority from the US 
Congress. With the US unable 
to negotiate, the trade talks 
would run into the sand. 

Mr Yerxa said that the presi- 
dent still had to decide 
whether to ask for an exten- 
sion, but yesterday's develop- 
ment augured well for the 
request being granted by Con- 
gress, should he go ahead. 

The breakthrough came 
when Mr Arthur Dunkel, 
Gatt's director-general, 
announ ced that , participants in 
the talks on reductions in farm 
subsidies had agreed to 
achieve "specific binding com- 
mitments” in each of three 
areas - domestic supports, 
market access and export com- 
petition. 

EC agreement to this objec- 
tive had been insisted on by 
the US and the Cairns Group of 
14 fann-exporting nations led 
by Australia during the consul- 
tations that Mr Dunkel had 
been conducting over the past 
10 weeks. 

Technical work on the reduc- 
tions in farm subsidies would 
begin immediately, Mr Dunkel 
said. Governments were com- 
mitted to address outstanding 
points at senior policy-making 
leveL 

Continued on Page 14 


SAS approached by TEA over 
partnership bid for Sabena 


By John Burton in Stockholm and Paul Betts in London 


SCANDINAVIAN Airlines 
System (SAS) has been 
approached by Trans European 
Airways (TEA), the Belgian 
charter airline group, to make 
a joint bid far Sabena, the trou- 
bled Belgian state-controlled 
flag carrier. 

The move is aimed at count- 
ering rival proposals by British 
Airways and American Air- 
lines to establish close partner- 
ship ties with Sabena. 

Mr Jan Carizon, the SAS 
president, said yesterday that 
TEA, which wants to become a 
scheduled carrier, had pro- 
posed that SAS support a bid 
for 51 per cent of the voting 
rights and 45 per cent of the 
equity in Sabena through an 
investment company, TEA 
Invest. SAS would have a 25 
per cent stake in the new 
investment company. 

.Mr Pierre Godfroid, Sabena' a 
new chairman, indicated, last 
week that the Belgian carrier 
and BA had revived their 
attempt to form a strategic alli- 
ance to create a new European 
airline hub in Brussels. 

Both BA and Sabena said 
that no firm agreement 


between the two airlines was 
likely to be reached soon, 
although Mr Godfroid said he 
was negotiating " a very con- 

• The EC approved 
measures to help airlines 
bear the extra costs caused 
by the Gulf war. Page 14 

• Air France, the French 
state-owned airline, is to 
receive FFr2bn ($396m) in 
fresh capital. Page 4 

Crete proposal” for a strategic 
link with BA. Bat Mr Carizon 
said yesterday that some politi- 
cal opposition had recently 
emerged over a proposal to 
link BA to a restructuring of 
the financially ailing Belgian 
flag carrier. 

However, he emphasised it 
was still too early to say how 
SAS would respond to the TEA 


Although SAS held collabo- 
ration talks with Sabena in 
1987, a few months ago Mr 
Carizon ruled out making an 
attempt to rescue the Belgian 
airline because of falling prof- 
its and mounting interest costs 
at SAS. 


SAS, which recently 
announced a SKrSbn ($539m) 
cost-cutting programme, has 
been searching for an airline 
partner to give it access to a 
hub airport in central Europe. 

Sabena is proposing a 
BFr32bn ($l.07bn) restructur- 
ing programme backed by the 
Belgian government. 

Its plan to form a new joint 
venture airline with BA and 
KLM Royal Dutch Airlines col- 
lapsed at the beginning of this 
year because of Sabena’s finan- 
cial problems, its restructuring 
programme and growing reluc- 
tance on the part of BA to 
invest in a Sabena subsidiary. 

The original deal involved 
BA and gr.M investing in 20 
per cent stakes each in the new 
joint venture airline. 

BA and KLM have both con- 
tinued to show interest in forg- 
ing an alliance with Sabena. 
Mr Godfroid also confirmed 
last week be was still in negoti- 
ations with American Airlines. 

Although BA still appears to 
be Sabena's preferred partner 
for any eventual strategic part- 
nership, BA is now deep in its 
own restructuring programme. 


British government searches 
for an honourable retreat 

Margaret Thatcher 
called It her flagship. 
A senior member of 
the cabinet refers to it 
as an act of "fiscal 
vandalism". Prime 
minister John Major Is 
preparing its demise. 
Poll tax has proved an 
expensive mistake. 
Page 12 
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THE GULF WAR 


Post-war 
Iraq ‘will 
remain a 
threat’ 

By David White, Defence 
Correspondent 

IRAQ will still have the 
military power to strike at its 
smaller neighbours after the 
war. a former British com* 
mander in the Gulf warned 
yesterday. 

“Iraq may be the only Mos- 
lem nation possessing real 
offensive capability," Air Vice 
Marshal Sandy Wilson, who 
commanded UK farces in the 
region following Iraq's inva- 
sion of Kuwait, told a seminar 
In London. 

Even in the event of an 
unconditional surrender. Iraq 
would still retain outside 
Kuwait an army of 500.000 men 
with 2,000 tanks, 1,200 artillery 
guns and 4,500 armoured troop 
carriers, he said. 

This is supposing that the 
Iraqis in Kuwait were forced to 
leave behind the remainder of 
their equipment, which was 
reckoned by now to have been 
35 per cent destroyed. 

Although Iraq’s navy was 
reduced to a few patrol boats, 
the country would continue to 
possess a large and capable 
army and a "fairly potent and 
balanced" air force, Including 
the “air force in waiting" now 
in neighbouring Iran. 

ft could be expected to retain 
some Scud missiles and chemi- 
cal munitions. 

Iraq's residual strength 
meant that an "adequate 
shield", probably including 
Egyptian and Syrian troops, 
would be needed to protect 
other Gulf states. Just how 
much was needed would 
depend on whether Iraqi troops 
were allowed to take their 
equipment with them from 
Kuwait. 

Air Marshal Wilson, speak- 
ing at a seminar organised by 
the Royal United Services 
Institute, King's College Lon- 
don and and London School of 
Economics, said western 
ground forces should move out 
“as fast as they reasonably 

ran .” 

But in addition to Arab 
forces, some US fighter aircraft 
might need to stay, the UK 
might send occasional RAF 
detachments and the US might 
keep one or two aircraft carrier 
groups in the region. 

Following an Iraqi pullout, 
the US and Britain would also 
be required to maintain mine- 
clearance operations in the 
Gulf, he said. Sanctions against 
Iraq would be kept up in the 
short-term. 

Among Iraq's neighbours, 
Iran had very limited offensive 
capability, although this was 
more than the smaller Gulf 
states and could be strength- 
ened. Syria had well-equipped 
and trained troop - and Scud 
missiles - but its forces were 
predominantly defensive. Tur- 
key was not well equipped for 
a large-scale offensive. 

Bombs blast 
four embassies 

BOMBS exploded at several 
western embassies in Tehran 
yesterday causing damage but 
no casualties, the Italian for- 
eign ministry said, Reuter 
reports from Rome. 

The bomb at the Italian 
embassy was thrown from the 
street and exploded on the 
roof. It broke a few windows. 

The Italian news agency 
ANSA said bombs also 
exploded at the embassies of 
Britain, Turkey and Germany. 

Four bombs exploded In the 
British embassy, causing some 
damage. The bombings were 
all carried out within a few 
minutes of each other. 


Hurd urgesi Moscow 
to amend peace plan 
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By Robert Mauthner in London and lan Davidson in Paris 

BRITAIN said yesterday that it 
had suggested to the Soviet 
Union how its peace plan could 
be amended "to meet the 
requirements of United 
Nations Security Council reso- 
lutions". In its present form 
the proposals were unaccept- 
able. 

Britain's "thoughts" were 
conveyed by Mr Douglas Hurd, 
the foreign secretary, to Mr 
Leonid Zamyatin, Soviet 
ambassador to London. 

Officials remained 
right-lipped about details of the 
plan and reactions to it. 

Moscow specifically asked the added. Though any suggestion 
British and other governments that a rift is beginning to 
of the anti-Iraq coalition it con- appear in the hitherto solid 
suited to keep the proposals Anglo-American front is 
secret strongly denied in Whitehall, 

But it is understood that one diplomatic observers have 
aspect to which both the US detected a marginally more 
and Britain have objected is positive attitude In London 
the reported absence of a pre- than in Washington, 
cise timetable for withdrawal. Meanwhile, France yesterday 

The Foreign Office was at publicly warned Iraq that it 
pai ns to make clear yesterday had barely a few hours toavert 
it was not adopting an entirely the start of a land offensive in 
negative attitude to Moscow's the Gulf, and that it could only 
proposals. “This is not the last prevent an allied attack by a 
word. We want it (the peace rapid withdrawal 
effort) to work," the official The French warning fol- 


: U r u 


lowed intensive diplomatic 
contacts overnight, including 
telephone conversations 
between President Francois 
Mitterrand and US President 
George Bush and British Prime 
Minister John Major. It 
strongly confirmed the French 
government's determination to 
insist on an unconditional 
Iraqi withdrawal and to reject 
any negotiations on terms. 

The Impression that time is 
fast running out was indirectly 
confirmed later yesterday, 
when the French senate for- 
eign affairs committee heard 
testimony by Mr Roland 
Dumas, the foreign minister. 
After the hearing, Senator 
Jean Lecanuet said that the 
allies had agreed to give the 
Iraqi President no more than 
24 hours for a reply. 

However, even though the 
French government is deter- 
mined to avoid any negotia- 
tions in advance of with- 
drawal, it clearly intends to 
stick to its long-standing pro- 
posal that withdrawal should 
be followed by multilateral 
negotiations on a Middle East 
peace settlement. 


Hawkish Arabs in no mood 
to allow Saddam to survive 





By Victor Mallet in Riyadh 

THE fiery anti-Saddam 
rhetoric yesterday of Sheikh 
Mohammed Sayed Tantawi, 
the mufti of Egypt, was utterly 
in keeping with the unforgiv- 
ing official mood in Saudi 
Arabia and its neighbours. 

The ousted rulers of Kuwait 
and the governments of Saudi 
Arabia and the other Gulf 
states are Increasingly hawk- 
ish towards Iraq as a possible 
allied ground offensive to liber- 
ate Kuwait approaches. 

They are openly calling for 
the overthrow of President 
Saddam Hussein, insisting on 
war reparations, and express- 
ing their mistrust of compro- 
mise peace proposals from Iran 
and the Soviet Union. 

"The people who spread cor- 
ruption on earth should be exe- 
cuted, crucified, have their 
limbs cut off or at least be 
exiled," he announced after a 
jihad (holy war) convention in 
Riyadh. “And it's clear that 
Saddam Hussein is the man 
who has spread most corrup- 
tion on the face of the earth.” 

Not all the statements from 
the Gulf state governments can 


be difimiiggfid as opening bids 
as the bargaining begins. On 
the one,- hand they scent an 
imminent allied victory over 
the weakened Iraqi army and 
want the maximum reward 
from their heavy political and 
financial commitment to the 
war, on- the other, they fear 
that Mr. Saddam would con- 
tinue to threaten their borders 
if he was allowed to extricate 
his forces from Kuwait under 
some kind of peace agreement 
which left his regime intact. 

The Kuwaitis in particular 
- who say that the Iraqis have 
killed at least 2,000 people dur- 
ing their occupation and seized 
10.000 as hostages - have 
extended their demands far 
beyond those of the United 
Nations. 

“This region cannot live 
peacefully with this man (Sad- 
dam) in power," said Mr Badr 
al-Yacoub, the Kuwaiti infor- 
mation minis ter, in a newspa- 
per interview published yester- 
day. “There is no guarantee 
that he will not try again to 
attack his neighbours.” 

Sheikh Sabah al-Ahmad al- 


Sabah, the Kuwaiti foreign 
minister, was even more forth- 
right. 

“Kuwait would never con- 
duct any negotiations with 
Iraq either with the current 
Iraqi government or any new 
leadership in Baghdad after 
the withdrawal of Iraqi troops 
from Kuwait,” he told tne 
United Arab Emirates newspa- 
per al-Ittihad. His comments 
directly contradict UN Resolu- 
tion 660 - the first post-inva- 
sion measure calling for an 
Iraqi withdrawal and talks 
between the two sides. 

King Fahd has also taken an 
increasingly hard Tina a gains t 
his former ally Mr Saddam, 
calling for the withdrawal of 
Iraqi troops from near the 
Saudi border as well as from 
Kuwait itself. 

“He destroyed the oil wells 
and spoiled everything that 
was there in Kuwait and 
harmed the Kingdom of Saudi 
Arabia and incurred debts to 
it," the Wng told the jihad con- 
vention on Tuesday. “Demands 
will be made on Saddam Hus- 
sein for all these." 


An Iraqi woman cries over her child wounded in the bombing of Baghdad 

Thyssen denies report °P ec tries to 
on Iraqi connection S *£ ce 

By David Marsh in Bonn * 

By Deborah Hargreaves 


By David Marsh in Bonn 

THYSSEN, the large German 
steel and engineering group, 
yesterday published details of 
a document it signed at the 
h oginning of the 1980s ruling 
out certain business links with 
Israel, it released the details at 
a press conference called to 
refute a German press article 
about Thyssen's involvement 
in Iraq. 

Thyssen produced evidence 
to show it side-stepped a 
demand by Iraq that it declare 
a complete boycott of all busi- 
ness d ealing s with Israel Anti- 
Israeli undertakings of this 
sort are made as a standard 
feature of contracts between 
western companies and Arab 
countries, but details are sel- 
dom revealed. 

Mr Dieter Vogel, a member 


of the main Thyssen board and 
chairman of the company's 
trading subsidiary Thyssen 
Handelsunion, denied press 
aitogatirms that a company in 
the Thyssen group had deliv- 
ered equipment for an alleged 
poison gas laboratory south of 
Baghdad. The allegations were 
marlp in Stem magarlnB. 

Thyssen says that in 1981-82 
it supplied equipment for the 
laboratory's central heating, 
fire protection, energy supply 
and telephone system, but did 
not deliver materials for the 
laboratory itself. 

The company said yesterday 
that it would sue Bertelsmann, 
the media group which owns 
Gruner und Jahr, Stem’s par- 
ent company. 


Israel anxious over Soviet Mideast ambitions 


By Hugh Camegy in Jerusalem 


MOSCOW'S peace efforts have 
refocussed Israeli concerns 
about Soviet ambitions in the 
Middle East and the finely-bal- 
anced relations between the 
two countries. 

The immediate anxiety in 
Israel was that President Gorb- 
achev's peace plan would allow 
President Saddam Hussein to 
extricate Iraq from the war 
with his regime intact and 
enough surviving military 
power to remain a threat to 
Israel. Hence the satisfaction 
when the US said the Soviet 
plan did not go far enough. 

An equally important worry, 
however, was that President 
Gorbachev, under pressure 
from conservative forces in 
Moscow, was seeking to reas- 
sert Soviet influence in the 
region. 

So far. Israel has benefited 
greatly from President Gorba- 
chev’s reforms. Bilateral rela- 
tions, while not back to full 
diplomatic ties, have been 


largely restored after years of 
fracture after Moscow cut dip- 
lomatic. links following the 
1967 Six Day War. 

Israel has watched with deep 
satisfaction the erosion of tra- 
ditional Soviet military and 
economic support for its Arab 
foes - principally Syria and 
Iraq - as Moscow’s ability to 
project its power in the Middle 
East declined and confronta- 
tion with the US, Israel’s 
guardian-ally, was replaced by 
co-operation. At the same time, 
Moscow’has made clear any 
peace settlement would have to 
satisfy Israel's interests. 

Aboverail, liberalisation by 
Moscow-iSSas allowed hundreds 
of thousands of Soviet Jews to 
emigrater-Their move to Israel 
may pose deep domestic eco- 
nomic difficulties, but it is a 
demographic godsend which 
will strengthen the country 
against its Arab neighbours. 

Israeli concerns about Soviet 
policy were not entirely 


eclipsed. First, the dilution of 
superpower rivalry In the Mid- 
dle East removed one of the 
pillars of Israel’s strategic rela- 
tionship with the US - namely 
as a bulwark against a per- 
ceived Soviet threat. 

Also, there were worries that 
in the post-Co id War era, the 
US and the Soviet Union might 
co-operate on Middle East 
issues in a way unfavourable 
to Israel. 

In particular, there was 
alarm at signs tha t Washing- 
ton, frustrated by Israel’s 
refusal to yield the occupied 
territories to the Palestinians, 
might move towards 
long-standing Soviet support 
for an international conference 
on tbe Arab-Israeli conflict 
after the Gulf war. The Soviet 
Union has not abandoned its 
support for the Palestine Liber- 
ation Organisation and an 
independent Palestinian state. 

A joint statement last month 
by Mr James Baker, the US 


secretary of state, and Mr Aiex- 
andr Bessmertnykh, the Soviet 
foreign minister, that the two 
countries would work closely 
together on Middle East policy 
after the war was met with 
alarm in Israel. 

This week, Mr Yitzhak Sha- 
mir, the hardline Israeli prime 
minister, reportedly told visit- 
ing US congressmen that inter- 
nal uncertainty in the Soviet 
Union led him to doubt that 
Arab-Israeli peace talks should 
take place under joint super- 
power auspices, something he 
had previously signalled a will- 
ingness to accept. ■ 

Prof Ya’acov Roi, a Soviet 
policy specialist at Tel Aviv 
University, said the Soviet 
Union was unable to return to 
its old role of providing arms 
and aid to Syria, Iraq and other 
hostile Arab states. 

But he did believe Israel had 
cause for concern over what he 
saw as a clear effort by 
Moscow to recoup its influence 


in the region. 

• Israel had to do more than 
adopt a "sit and do nothing" 
attitude towards the postwar 
Middle East, Mr David Levy, 
the Israeli foreign minister, 
said yesterday in an apparent 
attack on Mr Yitzhak Shamir, 
the prime minister for his fail- 
ure to address the issue of 
post-war peace talks before the 
conflict was over. 

It was the government’s duty 
to try to influence processes 
under way to construct a new 
order in the region after the 
war. “A complacent policy of 
‘sit and do nothing 1 is a recipe 
for political damage ... then all 
that is left for Israel to do is to 
react to formulated initiatives 
and be labelled obstinate.” 

Mr Levy has increasingly 
been at odds with Mr Shamir 
and Mr Moshe Arens, the 
defence minister, over his call 
for initiatives on the Arab-Is- 
raeli conflict and the Palestin- 
ian issue. 


Businessmen beat a path to Kuwaitis’ doors for orders 

‘UK Inc’ is well placed to participate in the country’s reconstruction, report Tony Walker and Victor Mallet 

M R Ben Wood of the US already signed some 200 contracts, . , . . . “ __ _ ~ 7“"T Z - Z try, said: “We're not actually plan- quickly and cheaply. 

Army Corps of Engineers about 70 per cent of which are with ““AIN has complained to the US about the short notice given to nuig to compete with the Americans. "Most of the building m 

calls as the “biggest recon- US companies, to assist in the first British consipames to register for emergency reconstruction work In what we want to do is to work with will h*. nmviriari h« 


M R Ben Wood of the US 
Army Corps of Engineers 
calls as the “biggest recon- 
struction job in living memory". It 
will dwarf, for example, recovery 
efforts following tbe San Francisco 
earthquake, Hurricane Hugo and the 
US invasion of Panama. 

Kuwaiti officials estimate that if 
there is no further damage the 
reconstruction of their country could 
cost as much as $52bn (£26J2bn) but 
they warn that if there is a land 
battle that figure would become 
meaningless. 

Anxious to re-establish their 
authority - and emphasise their 
legitimacy - within their own terri- 
tory as quickly as possible after Iraqi 
forces have been ejected, the Kuwait 
government has already committed 
more than $lbn in spending on 
emergency relief 

Not surprisingly, businessmen, 
including representatives of some of 
the largest and most powerful inter- 
national corporations, have been 
beating a path to the doors of those 
responsible for overseeing Kuwait’s 
reconstruction effort 
That path takes them to the twen- 
ty-second floor of the Oberoi hotel in 
Dammam on Saudi Arabia's east 
coast it is here that Mr Majid al- 
Shaheen, the head of Kuwait's 
"Emergency Recovery Programme” 
is besieged day and night by busi- 
ness “envoys". The Kuwaitis have 


already signed some 200 contracts, 
about 70 per cent of which are with 
US companies, to assist in the first 
90-day recovery phase. 

Efforts will focus on restoring 
power, water and electrical systems, 
and on ensuring adequate supplies 
of food and medicine for Kuwait's 
beleaguered residents. 

The Kuwaiti authorities say they 
will be obliged to cater for a popula- 
tion of about 800,000 people. Includ- 
ing tens of thousands of Kuwaitis 
who are expected to flood back. At 
present the numbers in Kuwait are 
estimated at less than 500,000, 
including some 300,000 Kuwaitis 
(400,000 - 500,000 Kuwaiti nationals 
are thought to be outside the coun- 
tiy). Tbe rest are mostly of Palestin- 
ian origin. 

Kuwaiti officials say that a first 
priority will be the re-establishment 
of law and order. They say that mar- 
tial law may be necessary while the 
situation is brought under control, 
and careful checks are made to 
establish the bona fides of Kuwaiti 
residents. 

Officials claim that thousands of 
Iraqis have streamed into the coun- 
try since the August 2 invasion and 
some may seek to stay on. 

The authorities also face the Issue 
of what to do about the large Pales- 
tinian population, some of whom 
have been accused of siding with the 
Iraqis. Such is the bitterness 


BRITAIN has complained to the US about the short notice given to 
British companies to register for emergency recon s truc ti on work in 
.- Kuwait, Mr Peter Liiley, trade and industry secretary, said yesterday, 
writes Andrew Taylor. British companies cm Monday were given just 48 
. hours to register their interest in bidding for contracts to restore 
essential services Immediately after the war. 

The deadline to submit prequalification bids to the Corps of Engi- 
neers, part of the US military, had been due to ran out at midday 
yesterday. Mr Liiley said the exiled Kuwaiti government subsequently 
had been persuaded to extend the deadline by seven hours. Tarmac, the 
UK construction group, said yesterday it would probably have submit- 
-ted a prequalification bid but for the short notice. 


between the two communities it is 
almost certain that many Palestin- 
Ians will be asked to leave. 
c In the scramble for contracts to 
-help restore services in Kuwait in 
the first emergency phase, the US 
Army Corps Is playing a pivotal role 
under an agreement signed in mid- 
January by the US Defence Depart- 
ment and tbe Kuwaiti government. 

Colonel Ralph Locurao, head of 
the specially designated Kuwait 
Emergency Recovery Office, which 
has a staff of 70 engaged in recon- 
struction planning, says that his 
organisation’s initial task will 
include damage and cost assess- 
ments for repairs, procurement of 
equipment and materials and resto- 
ration planning in cooperation with 
the Kuwaiti government 

The initial emergency phase will 
be followed by a period of rehabilita- 
tion, which will involve more sub- 


stantial repairs to damaged infra- 
structure. Then there will be a 
reconstruction phase in which larger 
projects are undertaken that might 
involve the complete rebuilding of 
s hattere d facilities. 

KERO plans to allocate responsi- 
bility for eight separate sectors to 
eight US consultant engineering 
companies. They will assess struc- 
tural damage and carry out immedi- 
ate repairs but any project costing 
more than $25,000 must receive 
Kuwaiti government approval. 

While American companies are 
expected to win the lion’s share of 
the initial contracts, such is the 
scale of the task that British compa- 
nies would seem to be well placed. 

Mr Christopher Wilton, Britain's 
commercial counsellor who is help- 
ing to oversee the establishment in 
Saudi Arabia’s Eastern Province of 
an office representing British indus- 


try, said: “We're not actually plan- 
ning to compete with the Americans. 
What we want to do is to work with 
them, not against them.” 

Among representatives of “UK 
Inc", as Mr Wilton describes the 
British presence, are Crown Agents, 
responsible for general supplies and 
equipment; W.S. A tkins - consul- 
tancy services: GEC Alston - power 
generation, transmission and tele- 
communications; Biwater - water 
and sewage; Costain - civil con- 
struction; and John Brown Engineer- 
ing - oil, gas and petrochemicals. 

But these companies will be 
obliged to work with, and perhaps 
compete against, American giants 
such as Bechtel Engineering. Kuwait 
and Bechtel have already signed a 
letter of intent under which the US 
company has been proposed as proj- 
ect manager for the rebuilding of the 
oil sector in a programme which will 
be divided into four separate geo- 
graphical areas. 

Saudi merchants and contractors 
are also keen to secure a share of the 
reconstruction business. One Saudi 
businessman said his company was 
among four chosen to participate in 
a $50m clean-up operation, once 
Kuwait is liberated. 

Mr Abdul Rahman al-Zamii, the 
Saudi deputy minister of commerce, 
said Saudi suppliers with access to 
US and European technology would 
be able to deliver goods to Kuwait 


quickly and cheaply. 

“Most of the building materials 
win be provided by the Saudi mar- 
ket," he said. “For the reconstruc- 
tion programme, Saudi Arabia will 
play a major role, not based on poli- 
tics but because of pricing." 

There are signs that Kuwait is 
also seeking to spread business 
among other Arab members of the 
anti-Iraq coalition. Cairo newspapers 
report that Egyptian companies are 
being awarded contracts for clean-up 
efforts to the first 90-day recovery 
phase. Egyptian companies have 
also won contracts for the supply of 
medicines. 

Businessmen and western com- 
mercial attaches report that Kuwaiti 
officials, while they are anxious to 
move as quickly as possible to 
seeing goods and services necessary 
for their country’s reconstruction, 
are also extremely price-sensitive. 

Concern about price is not simply 
restricted to the commercial leveL It 
also surfaces in political discussions. 
For example, when Mr Douglas 
Hurd, the UK foreign secretary 
mtroduced British businessmen to 
Kuwaiti officials in Taif recently, 
they were quietly reminded that 
JK; Sj?* - wa ® immensely grate- 
h? WMfr m en d price would 

be critical m contracts awarded for 
reconstruction. As a commercial 
attache said: “There is always a fol- 
low-up remark about prices/ 


THE Hall in oil prices and the 
prospect of a price plunge after 
the war is worrying the Organ- 
isation of Petroleum Exporting 
Countries. 

Small Opec producers are 
expected to meet in Vienna on 
Monday for talks about halting 
the price foil. Members of the 
13-producer cartel have been 
demurring for days about 
whether to hold an informal 
gathering to debate the sliding 
oil price. 

While Gulf producers are 
still opposed to discussions 
before a scheduled Opec meet- 
ing on March 11, ministers 
from Venezuela, Nigeria. 
Algeria and Indonesia are 
likely to meet in Vienna next 
week. 

Opec's Vienna office this 
week denied that a meeting 
would take place, but individ- 
ual delegates said they were 
still planning to go. 

The crude oil price recovered 
by 70 cents yesterday with 
North Sea Brent crude for 
April delivery trading at $17.45 
a barrel as the market took its 
direction from the news about 
the progress of the Soviet 
peace proposals. 

Many Opec producers are 
concerned about the drop in 
revenues implied by a lower oil 
price, but the organisation's 
Gulf states hold the key to 
reining back production and 
they do not want to discuss it 
until the war is over. 

The four producers due to 
hold talks on Monday have a 
38 per cent of Opec production 
and it is unLikely that they 
could do much to affect prices. 
Venezuela has increased its 
market share from 3 per cent 
to ll per cent since Opec 
suspended output quotas when 
the Gulf crisis began and it is 
unlikely to want to cut back. 

Saudi Arabia, which has 
almost doubled production 
from 4.5m b/d to 8.5m b/d is the 
only producer that can have 
any real affect on oil prices. 


Moscow 
divide 
opens on 

Gulf war 

By John Lloyd in Moscow 

THE Soviet leadersWp is 
beginning to split cwer the G nlf 
war - but not .mo* 

diplomats judge, to put at nst 
SSprtftr United Nations res- 

^T^tofferenee of emphasis 
between Mr Ye^nyPnmj 
kov Mr M i>fhait Gorbachev's, 
adviser and special envoy to 
Iraq, and Mr Alexander Bes?-, 
mertnykh, the foreign minis- 
ter, has widened to the point 
where, as one diplomatic 
observer commented, “it is get- 
ting more difficult to square : 
the two views”. 

At the same time, comment 
from the Party press ami from; 
the army remains deeply wor - 
ried, even hostile, to the con- 
tinued allied offtensave. _ _ 

In a television interview late 
on Tuesday, Mr Primakov said 
that the continuation of the.; 
war was “unjustified from any 
point of view." . , - „ , 

He had a “liinited opti m i sm 
that Iraq was edging closer to. 
an unconditional withdrawal 
from Kuwait - an impression 
gained during talks on Monday ; 
between Mr Gorbachev and Mr 
Tariq Aziz, the Iraqi foreign 
minister. . 

Pravda, the main Commu- 
nist Party newspaper, said yes- 
terday the allied air ca m paig n 
threatened to turn into a dev- 
astating and bloody war on the 
land. And the conservative 
writer. Mr Vassily Belov, writ- 
ing in Sovetskaya Rossiya, 
accused the United Nations df 
having turned from a peace 
organisation to a war organisa- 
tion. He said the war was being 
fought only 263kms from the 
Soviet border and asked: “How 
would the US feel if our troops . 
descended so close to them?" 

Senior military figures, have 
in recent days underscored the~ 
threat of a permanent US force 
in the Middle East, and the 
conclusion of a Fax Americ ana 
in the region which would 
exclude the Soviet union. 

Much comment has focused 
on the fear that the US and its 
allies may now go beyond the 
liberation of Kuwait to the 
destruction of the Iraqi regime, 
and the removal of President 
Saddam Hussein. 

The Foreign Ministry, by 
contrast, is fighting hard to 
maintain its position of sup- 
port for the UN resolutions, 
and constantly assures the 
world that the peace plan 
demands the immediate and 
unconditional evacuation of 
Kuwait Mr Bessmertnykh and 
his spokesmen have repeatedly 
said that they do not see the 
response of President Bush to 
the plan - that it fell “well 
short of what was required" - 
as a rejection. 

However, Mr Bessmertnykh 
left Moscow yesterday for Mad- 
rid, where he will participate 
in a special session of the 
Council of Europe’s ministerial 
committee - a trip which is 
seen as confirming the Soviet 
Union's desire to further 
develop its relations with the 
European states. Asked why he 
was leaving Moscow at such a. 
critical time, Mr Vitaly Chur- 
kin, the foreign office spokes- 
man, smilingly said that com- 
munications were good 
between Moscow and Madrid; 
and that it was “not for away”. 

UN aid appeal • 
for Jordan 

UNICEF is to launch an appeal 
for humanitarian aid for Jor- 
dan because of the damaging 
effect of the war, writes Mark 
Nicholson in Amman 

Jordan has not required 
humanitarian aid for more 
than 20 years. But Ms Hind 
Khatib, the UN body’s pro- 
gramme officer, said yesterday: 
“The government’s social ser- 
vices budgets are being so 
squeezed they are just doing 
their best not to foil apart.” 

According to a recent study 
by Unicef, the proportion of 
Jordanians living below the 
poverty line has risen to 30 per 
S? 11 from 20 per cent before 
tne Gulf crisis, which means 
lm Jordanians are living in rel- 
ative poverty. The poverty line 
is defined as living oh ah 
income of JD89 (£69) a month. 
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W arning forced 
Bechtel out of Iraq 
chemical project 


By Alan Friedman in New York 


BECHTEL, the California 
construction group, withdrew 
from an Iraqi petroc hemicals 
project on the advice of Mr 
George Shultz, the former US 
secretary of state, who joined 
the company's board of direc- 
tors after leaving -the Reagan 
administration in 1989. Mr 
Shultz disclosed his role in an 
interview with the FmanciaJ 
Times. 

Bechtel has also revealed, 
separately, that it was 
instructed by the government 
of Iraq to obtain payment for 
work it did on the petrochemi- 
cals project from the Atlanta, 
Georgia, branch of Banca 
Nazionale del Lavoro (BNL). 

BNL is the Italian bank 
caught np in the scandal over 
$3bn (£1.5bn) of Iraqi loans 
made in 1988-89 by its Atlanta 
branch. Indictments of US 
bank employees and Iraqi offi- 

1 said something is 
going to go very 
wrong In Iraq and if 
Bechtel was there it 
would get blown up’ 

dais implicated in the scandal 
were due to have been 
announced last week, but they 
have been delayed after a fresh 
round of consultations in 
Washington. 

The disclosures by Bechtel 
come amid allegations by US 
chemical weapons experts that 
Baghdad planned to use inter 
mediate products from the 
apparently civilian Iraqi proj- 
ect - known as PC2 - for the 
manufacture of mustard gas. 

Mr Shultz, who had served 
as president of Bechtel before 
joining the Reagan administra- 
tion in 1982, said he first 
learned of Bechtel’s work as 
project manager of the Iraqi 
petrochemicals complex in 1989 
when he “spent a little time at 
Bechtel’s London office and 
found there was work going on 
in Iraq". 

Mr Shultz said he checked 
into the PC2 project in 1989 
and was given assurances that 
It had nothing to do with 
chemical weapons. "But I 
thought about U a little more 
and I gave my advice they 
should get out," said the for- 
mer secretary of state. 

Be recalled that at a Bechtel 
meeting in the Spring of 1990,- 
as work was continuing, “I 
really hit it very hard and 1 
said something is going to go 
very wrong in Iraq and blow 
up and if Bechtel were there it 
would get blown up too. So I 
told them to get out" 

The revelations by Bechtel* 
which says it bad no know- 
ledge of any plans by Iraq to 
apply the petrochemical plant’s 

r ucts for military use, mark 
first time a US company 
has provided details of the 
direct involvement of Iraqi offi- 
cials in the BNL Atlanta affair. 
Western intelligence officials 


say that a substantial portion 
of the S3bn of BNL money was 
used by Iraq to finance Its 
development of unconventional 
weapons systems, including 
the Condor-Q ballistic missile 
project and nuclear and chemi- 
cal weapons projects. 

The Iraqi project was han- 
dled by Bechtel Overseas of 
Hammersmith Road in London, 
the company's UK affiliate. 
The Financial Times has 
obtained a copy of a 1988 telex 
instruction from the central 
bank of Iraq to BNL’s Atlanta 
branch, asking that Bechtel's 
UK subsidiary be paid $10rn. 

Mr Tom Flynn, a senior 
vice-president at Bechtel, said 
the company never knew there 
was anything suspect about 
the SlOm or BNL funds, pro- 
vided in the form of two letters 
of credits that were issued iij 
September 1988 and amended 
three months later. 

“We were hired by the gov- 
ernment of Iraq to be the proj- 
ect manager for an ethylene 
plant. Our client, the govern- 
ment of Iraq, told us we would 
be paid through letters of 
credit from the BNL Atlanta 
branch.” 

The Bechtel official also said 
that the company received 
“direct encouragement” for the 
FC2 project from the US 
Department of Commerce. A 
spokeswoman for the Com- 
merce Department said “we 
were aware of Bechtel's work 
in Iraq through the US 
embassy in Baghdad, but our 
role was a passive one”. 

Bechtel said there was no 
suggestion at the time about 
the final use that Iraq might 
make of ethylene oxide, a prod- 
uct that has multiple civilian 
applications, but also has mili- 
tary uses. 

Mr Seth Cams, an expert on 
Iraq’s chemical weapons pro- 
grammes who is a fellow at the 
Washington Institute for Near 
East Policy, said the PC2 Iraqi 
project was intended for sev- 
eral puiposes. both military 
and civilian. 

“I think it is very clear, how- 
ever, that the Iraqis under- 
stood what they were doing. It 
is evident that they wanted to 
limit their import dependence 
on chemicals that are used for 
weapons.” 

A key feature of the PC2 
project was the plan to manu- 
facture ethylene oxide, a pre- 
cursor chemical that Mr Cams 
said “is easily converted to thy- 
odiglycol, which is used in one 
step to make mustard gas”. 

Mr Shultz, asked about the 
passible production of mustard 
gas. said he was not “a techni- 
cally proficient person" but 
that'll kept going back and 
saying these things could be 
converted pretty easily". 
Bechtel subsequently followed 
the advice of Mr Shultz, just 
months before the invasion of 
Kuwait 

Bechtel is currently one of 
several US and UK firms seek- 
ing contracts for the eventual 
reconstruction of Kuwait 


Hong Kong 
to postpone 
opening of 
£5bn airport 

By John Elliott in Hong 
Kong 

HONG Kong Is about to 
abandon plans to mark the 
end of British rule with the 
opening of a new HK$79bn 
(£5bn) international airport 
just before the territory 
returns to Chinese sovereignty 
on July 1, 1997. The airport 
may be opened a year later 
instead. 

The decision forms part of a 
plan, to be presented In Peking 
today by Hong Kong govern- 
ment officials, to win China's 
backing by cutting the cost of 
the airport. 

The airport plans have 
become the subject of a big 
diplomatic row In recent 
months which has demon- 
strated how China can Influ- 
ence events in Hong Song, 
despite pledges that the colony 
will enjoy a “high degree of 
antonomy " after 1997. 

Hong Kong needs China's 
blessing for the airport in 
order to attract international 
'financial participation. 

Four options are being put 
forward at today’s talks. They 
vary from carrying out the full 
project along lines announced 
by Hong Kong late in 1989 as 
part of a HK$127bn port and 
airport development scheme, 
to a severely scaled down plan 
which Hong Kong opposes. 

A compromise, which Hong 
Kong hopes to persuade China 
to accept, involves the one- 
year postponement of the 
opening to avoid excessive 
construction costs, delaying 
completion of a rail link* and 
deferring until about 1995 a 
decision on whether to build a 
second runway. 

Most of this phasing had 
been under consideration 
before China raised objections 
last year about the scale of the 
project, but it is now being 
presented in Peking as a new 
package. The 1998 opening* 
however, is a si gnificant diplo- 
matic concession which is also 
justified on economic and 
engineering grounds. 

The least favoured option, 
which Hong Kong would be 
reluctant to implement, would 
involve immediately cancel- 
ling the second runway and 
the rail link , and abandoning 
a large-scale land reclamation 
and property development off 
the west Kowloon area of the 
colony which would carry 
approach roads. 

Sir David Wilson, Hong 
Kong’s governor, yesterday 
said he was against “scaling 
down" because it would lead 
to an “airport on the cheap” 
which would be no better than 
the colony’s badly congested 
Kai Tak airport But he said 
the project could be “phased". 

Speaking at a rare press con- 
ference, Sir David acknowl- 
edged the need both to inform 
China more about develop- 
ments in the colony and to 
“take into account views that 
seem important and relevant”. 
This contrasts sharply with 
Hong Kong’s earlier reftisal to 
consult fully with China on 
the airport and other affairs. 
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Indian budget falls victim to politics 


By David Housago in New Delhi 


THE Indian government 
yesterday decided to postpone 
the presentation of next year’s 
budget which had been expec- 
ted to bring in sharp cuts In 
expenditure and substantial 
tax increases. 

The decision to postpone the 
unveiling, which was due to 
take place on February 28, was 
taken only a few hours before 
the House reconvenes today for 
the annual budget session. 

The Indian prime minister, 
Mr Chandra Shekhar, took the 
step under pressure from Mr 
Rajiv Gandhi's Congress party 
which feared that a harsh bud- 
get could damage Its electoral 
chances in state elections now 
expected to be held in the 
southern state of Tamil Nadu 
in March. 

Mr Gandhi came in for 
strong criticism yesterday from 
diplomats and officials for 
what is seen as irresponsibily 
adding to the problems of the 
economy for short-term elec- 
toral gain. 

The fear is that if much 
needed deficit catting mea- 
sures are postponed now in 
advance of a state election, 
they will be further postponed 
If a general election seems in 
the offing. 

Mr Yashwant Sinba, the 
finance minister, was said to 
have bitterly opposed the post- 
ponement and threatened his 
resignation. 

Mr Sinha had argued in cabi- 
net for measures that would 
cut the budget deficit in fiscal 
1991-92 to 6.5 per cent of GDP, 
from an expected 8.3 per cent 
this year. 

Senior government officials 
also expressed dismay. 

They feared that the post- 
ponement would seriously 
undermine current negotia- 
tions with the IMF over a *2bn 
(£lbn) standby credit tbat was 
pinned to the budget incorpo- 
rating a credible stab ilisa tion 
package. 

An IMF team was due here 
late next month after the bud- 





Congress leader Rajiv Gandhi put : 


Prime Minister Chandra Shekhar to postpone 


get had been passed. In place 
of the budget, parliament will 
be asked to approve a “vote on 
account” enabling the govern- 
ment to maintain expenditures 
without raising new taxes. No 
date was set for a new budget 
session. 

On the success of the IMF 
negotiations hinged further 
borrowing from the bilateral 
donor nations and the commer- 
cial markets which India needs 
to finance imports and meet 
interest payments on foreign 
debt. 

India's foreign exchange 
reserves had slumped to 
Rsl5.7bn (£42.501), or the equiv- 
alent of about about two weeks 
of imports, in mid- January 
when the country was close to 
technical default 

The reserves have since been 
boosted by an initial $l.8bn 
borrowing from the IMF to 
about six weeks of import 
cover as of January 25. 

But without fresh inflows of 
capital these will soon be 
depleted. 

Even if the budget had gone 
through and negotiations 


begun with the IMF for a sec- 
ond S2bn loan, India would still 
have needed bridging finance 
until the fresh IMF. money had 
been added to the reserves in 
three or four months. This 
must now be in doubt. 

One senior diplomat said 
yesterday: “I do not know how 
they will manage." 

The postponement oE the 
budget is part of complicated 
political manoeuvring intended 
to keep Mr Chandra Shekhar 
in power and assure him the 
continued support Of the Con- 
gress party. 

With only 54 parliamentary 
party members in, a Lower 
House of 545, Air Chandra 
Shekhar depends for his sur- 
vival on continued Congress 
backing. 

As part of the growing price 
of his support, Mr Gandhi first 
demanded that the prime min- 
ister dismiss the DMK (Tamil 
regional) government in Tamil 
Nadu. 

He then pressed for a bait to 
the refuelling in India of US 
military planes on their way to 
the Gulf - which the govern- 


ment officially conceded on 
Tuesday. His demand for a 
postponement of the budget 
also coincides with feeling 
within Air Chandra Shekhar's 
own Janata f St party which 
was hostile to cuts in fertiliser 
subsidies. 

Nervous of Air Chandra 
Sbekhar's growing prestige, Mr 
Gandhi had sought in recent 
weeks to replace him with an 
administration under his own 
leadership. 

But he has failed to win 
majority support in parlia- 
ment At the same time he can- 
not afford to pull the rug from 
under Mr Chandra Shekhar 
because his party is still fearful 
of a general election. 

Mr Gandhi's belief is that if 
the Congress party and its 
allies can do well in the Tamil 
Nadu state elections in March, 
then this will boost the party’s 
morale and prepare the way for 
general elections. 

He is thus keen to avoid 
damaging expenditure cuts and 
tax increases in advance of the 
Tamil Nadu election. 


leaves death 
toll of 15 

At least 15 people were shot to 
death yesterday when support- 
ers Of a radical political party 
clashed with a private army 
hired by landlords in eastern 
Bihar state, AP reports from 
New Delhi. 

Activists of the Indian Peo- 
ples’ Front, a left-wing party, 
fought with members of the 
Mazdoor Kisan Sangh in Tish- 
hore village in Bihar’s Patna 
district, about S30 kilometres 
east of New Delhi. 

The Mazdoor Kisan Sangh. 
or Labourers and Farmers 
Organisation, is a "private 
army” working for wealthy 
farm owners. Twenty people 
were arrested. 

• A bomb exploded in a bus 
near New Delhi yesterday, Jail- 
ing at least nine passengers 
and injuring 38 others. AP 
adds from New Delhi. 

There was no immediate 
claim of responsibility for the 
bombing, which happened near 
Duhai. 35km east of the capital. 

Blast shakes US-run 
Indonesian oilfield 

At least 60 people were hurt 
when dynamite stores exploded 
at an Indonesian oilfield run 
by US company Caitex, Reuter 
reports from Jakarta. 

The US embassy believes the 
explosion was an industrial 
accident, but terrorism was not 
ruled out. 

"According to reports I’ve 
received, the injuries were not 
serious,” a spokesman for state 
oil firm Pertamina said. 

Of those hurt, 45 were Caitex 
employees. He did not know if 
any were foreigners. 

The Duri field is the second 
largest in Indonesia with a pro- 
duction target of 300,000 bar- 
rels a day. “As far I know, it 
(the explosion) has not affected 
Caltex’s production," a spokes- 
man said. 
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EUROPEAN NEWS 


Russian president criticised for demanding Gorbachev’s resignation 

Yeltsin statement dismays his allies 


By John Lloyd in Moscow and Leyla Boulton in Volgograd 


SUPPORTERS of Mr Boris 
Yeltsin, the Russian president, 
yesterday added a note of dis- 
may and anxiety to the more 
predictable howl of outrage 
from hardliners over his call 
for President Mikhail Gorba- 
chev to resign. 

The Supreme Soviet voted by 
280 to 31 for a resolution accus- 
ing Mr Yeltsin of “violating the 
constitution” and creating N an 
extreme situation” in the coun- 
try with his fierce criticism of 
Mr Gorbachev in a television 
broadcast on Tuesday night. 

A stream of hardline depu- 
ties attacked Mr Yeltsin, led by 
Mr Anatoly Chekhoyev. a 
member of the hardline Soyuz, 
or Union group. 

“His statement was tanta- 
mount to a declaration of civil 
war,” he said. “When the 
Soviet Union is disintegrating, 
the time has come to talk 
about a state of emergency 


throughout the country." 

Significantly, two leading 
figures who have been close to 
Mr Yeltsin also distanced 
themselves from his remarks. 

Mr Nursultan Nazarbayev, 
president of Kazakhstan - 
who has been talking to Mr 
Yeltsin and leaders of the 
Ukraine and Belorussia on the 
conclusion of an inter-republi- 
can pact - said; “I largely sup- 
port his criticism of the coun- 
try's leadership. What I do not 
support is bis appeal to Gorba- 
chev to resign.” 

General Dmitri Volkogonov, 
a military historian who is a 
member of Mr Yeltsin’s "brains 
trust” in the Russian parlia- 
ment, said his demand was 
“quite legitimate” but there 
were further possibilities for 
cnmpromi.se between the two 
men. 

“If we start head-on confron- 
tation we shall leave only 


ashes behind us”. 

Mr Yeltsin's opponents in 
the Communist party, the 
army and the security appara- 
tus have taken the broadcast 
as a declaration of war on Mr 
Gorbachev and no compromise 
between the two leaders now 
seems possible in the tense 
period before the referendum 
on the confmuation of the 
Union on March 17. 

The Communist party cen- 
tral committee paper Pravda 
said that Mr Yeltsin was 
lifting all the means he can 
master to achieve bis own per- 
sonal ambitions, which are far 
from the goals of democracy 
and perestroika”. 

Both official comment and 
interviews with Soviet citizens 
in the street reveal a growing 
weariness With the titanic bat- 
tle between Mr Gorbachev and 
Mr Yeltsin. 

The latter remains Ear more 


popular than the Soviet Presi- 
dent - though that popularity 
has slipped somewhat recently 
- but the timing of his call, 
coming when some Russian 
deputies are attempting to 
remove him from office, and 
the harshness of his criticism, 
have both caused scepticism. 

In street interviews in the 
southern city of Volgograd, 
supporters of Mr Yeltsin were 
fr flrfni Mr Rfim Shus tennan, 
editor of the Novaya Gazeta, 
said he would publish Mr Yelt- 
sin’s remarks in full but that 
the for resignation, was “a 
little premature". 

Mr Alexander Tupikin, a 
pilot, said he thought it was 
time for both Mr Yeltsin and 
President Gorbachev to 
quit.Tm very dissatisfied. I 
think Yeltsin shonld be 
removed. But Gorbachev has 
also outlived his purpose — lie 
shonld go too.” 


EC plan for 

telecoms 

leasing 

By David Buchan 

in Brussels 

PUBLIC telecommunication 
networks in Europe will be 
obliged to lease lines to private 
companies in a non-disc rimina- 
tory, transparent way, if EC 
governments agree to a pro- 
posal put forward by the Euro- 
pean Commission yesterday. 

The market for such val- 
ue-added services as electronic 
data bases and transfer of bank 
funds relies heavily on phone 
lines leased from national pub- 
lic networks. Despite the mar- 
ket being forecast to grow to 
Ecu 5bn (£3.57bn) by next year, 
the Commission says providers 
of such services have often 
been handicapped by predatory 
pricing and conditions by the 
public authorities. 

The Commission believes the 
new measure, proposed under 
a framework directive on 
“open network provision" 
adopted by EC governments 
last year, will help big interna- 
tional companies. “They need 
to integrate the most advanced 
technologies into their busi- 
ness networks to stay interna- 
tionally competitive,” the Com- 
mission said. Improving the 
telecommunications “nervous 
system” of Europe's single 
market is a Commission preoc- 
cupation. 

Conditions and tariffs of 
leased lines would, under the 
proposed directive, have to be 
published. Any changes would 
have to be notified in advance 
by the networks to the lessors. 
To guarantee open access for 
all users, the directive would 
harmonise technical standards. 


Hungary’s economic 
outlook brightens 


By Nicholas Denton in Budapest 


HUNGARY’S current account 
deficit this year will be signifi- 
cantly better than expected, as 
will output, according to Mr 
Gyorgy Suranyi, the head of 
the central bank. As a result 
the country is on the threshold 
of export-led growth. 

He predicted that the deficit 
would be half the $1.2bn previ- 
ously forecast if oil remained 
at 320 a barrel. Furthermore. 
GDP was roughly stable, in 
contrast to earlier official fore- 
casts of deep recession. 

The revisions come as the 
International Monetary Fund 
board is set to approve a 
SDR1.14bn (£830m) three-year 
extended financing facility for 
Hungary. In parallel, the Hun- 
garian government yesterday 
presented a draft programme 
of institutional economic 
reforms to meet and go beyond 
IMF conditions for the credit 

The programme smooths 
over a persistent and damaging 
debate about whether to 
embark on radical or gradual 
measures to stabilise the econ- 
omy. It does so by concentrat- 
ing on essential technical 
reforms like the introduction 
of new accountancy and prop- 
erty laws. 

Optimism was bolstered by 
central bank figures released 
yesterday which showed a 
$156m surplus on last year’s 
current account, more than 
$550m better than required by 
the IMF and the first since 
1984. The switching of Hunga- 
ry's trade with the Soviet 
Union into dollars from the 
new year has involved heavy 
terms of trade losses and made 


a deterioration in the balance 
inevitable in 1991. 

Lower pJl prices since the 
start of the Gulf war have also 
tempered official fears: about 
the momentum of inflation, 
which reached 33.4 per cent in 
December; and about the depth 
and length of recession, after 
January's record unemploy- 
ment of 103,000 or 2 per cent of 
the work force. 

'Withiri. the first six to seven 
months (of 1991) well be over 
the peak of inflation if we are 
not already over the peak,” Mr 
Suranyi said. This month's cut 
in the price of meat has been 
the first conclusive sign that 
tight fiscal and monetary poli- 
cies are biting. 

Moreover, final official fig- 
ures were likely to show gross 
domestic product falling by 
only 2 per cent last year com- 
pared with 6 per cent forecast 
“My personal estimation is 
that there was no decline at all 
in 1990 if you include the black 
economy,” Mr Suranyi added. 

He strong expansion of the 
private economv this year to 
halve or even wipe out the offi- 
cially forecast fall of 4 per cent 
In gross domestic product 

The collapse of exports to 
the Soviet Union since former 
clearing arrangements lapsed 
in the pew year is the main 
source of uncertainty about 
Hungary's economic outlook. 
Preliminary statistics for Janu- 
ary show trade running three 
or four to one in the Soviet 
Union' savour because Soviet 
companies have not been allo- 
cated the hard currency with 
which to buy Hungarian goods. 


Moscow in 
challenge 
to Georgia 

THE Soviet parliament 
threatened yesterday to clamp 
a state of emergency an the 
breakaway region of South 
Ossetia in Georgia, where more 
than 30 people have been killed 
in ethnic fighting this year, 
Reuter reports from Moscow. 

The Supreme Soviet gave 
Georgia’s nationalist leaders 
three days voluntarily to 
extend a state of emergency 
across the whole of South 
Ossetia and stop the bloodshed. 
Otherwise, the Supreme Soviet 
said it would step in and 
impose the measure. 

“The resolution says that if 
these conditions are not ful- 
filled by the parliament of 
Georgia, the USSR law on state 
of emergency must come into 
force,” the official news agency 
Tass said. 

Georgia, bent on breaking 
away from Moscow’s control, 
abolished South Ossetia's 
autonomous status in Decem- 
ber after its leaders said 
they wanted to stay part of 
the Soviet Union rather than 
belong to an Independent 
Georgia. 

Georgian authorities have 
already imposed a state of 
emergency in parts of South 
Ossetia and thrown a blockade 
around its capital, cutting off 
supplies of electricity, fuel, 
water and food. 

The Supreme Soviet ordered 
Georgia to lift the blockade, 
disarm Illegal military units 
and end illtga l arms making. 

In a separate development, a 
shadowy Georgian militia 
group said two of its members 
and a priest were shot dead by 
Interior Ministry troops. 


Albanian 
students 
pull Hoxha 
statue down 

By Judy Dempsey 

ALBANIAN students yesterday 
pulled down the giant bronze 
statue of Enver Hoxha in the 
capital Tirana following a 
w ave of anti-government dem- 
onstrations. 

The symbolic gesture marks 
the beginning of the end of the 
cult of Enver Hiwha , grander 
of the ruling Albanian (Com- 
munist) Party of Labour 
(APL), who died in 1985. 

Yesterday’s defiant action is 
likely to increase pressure on 
Mr Wfttwig Alla, Hoxha’s suc- 
cessor, to distance himself 
from the Stalinist dictator, 
despite the APL’s unswervin g 
loyalty to his name. 

Mr Hir Ikonami, a reporter 
tor Tirana Radio said the 
crowd chanted “Hoxha, 
Hitler”, and “Ramiz, you don't 
know what hunger is”. 

A western diplomat said the 
capital was tense. “There are 
helicopters Hying overhead 
and armoured cars in the 
streets," he said. 

The police tried yesterday to 
protect the statue and fired 
warning shots. But according 
to witnesses, some police fra- 
ternised with the students. 
They added that the sheer 
weight of numbers forced it to 
the grou nd, b ut apparently no 
one was hurt. 

The 30-foot statue was pul- 
led down following days of 
unrest at the Enver Hoxha 
University, the c oun try’s only 
university. Two weeks ago, 
students boycotted all classes 
there after calling for a change 
to it’s name and more reforms. 

On Monday, several hundred 
of the students stepped up 
their demands by going on 
hunger strike after Mr Sken- 
der Gjmushi, the education 
miniirter and rector of the uni- 
versity, said parliament would 
discuss the issue only after 
next month's elections. 

Unrest has spread to indus- 
try in recent weeks. Miners 
stopped work last week to 
demand pay rises and better 
working conditions. Earlier in 
the month, hundreds of people 
stormed the port of Durres fol- 
lowing rumours that they 
would be allowed to leave the 
country without visas. 

Mr Alia has attempted to 
open up Albania to the outside 
world after decades of self-im- 
posed isolation. After days of 
nationwide demonstrations 
last December, he legalised the 
independent Democratic Party, 
paving the way for the free 
elections which will be held on 
March 31. 

Bnt Mr Alla’s ability to keep 
one step ahead of the opposi- 
tion, the growing impatience 
of students and rising expecta- 
tions of the workers, has been 
weakened in recent weeks. 



An east German worker is dwarfed by the gdant propeller 
of a vessel under construction in Rostock. The ship is 
near completion and the yard’s future Is in serious doubt. 
Hard times are hitting shipbuilding throughout east Ger- 
many, prompting strikes and protest marches. 

Bonn to decide on 
tax rises today 


By Davfd Marsh in Bonn 

CRUCIAL decisions on German 
tax rises are scheduled to be 
taken today following agree- 
ment in the Bonn coalition 
government on large revenue- 
raising measures to stem the 
growing budget deficit. 

A consensus on tax increases 
and other measures to help 
channel funds to east German 
states suffering from the eco- 
nomic downturn east of the 
Elbe is likely to be hammered 
out at a coalition meeting this 

evening. 

Mr Theo WaigeL the finance 
minis ter, is also calling 
together this afternoon finance 
ministers of the federal states 
(Lander) to work out methods 
of sharing tax revenues more 
equitably among states in the 
east and west of the country. 

Mr Volker Rtihe, general sec- 
retary of Chancellor Helmut 
Kohl's Christian Democratic 
Union, yesterday admitted - 
after months of government 
denials - that tax increases 
were necessary to help finance 
the costs of German unity. 

Partly to try to boost its elec- 
toral popularity, Mr Kohl's 
coalition previously ruled out 
tax rises in association with 
German unification, although 
it left open whether they might 
be necessary to finance the 


costs of the Gulf crisis. 

However, it now seems cer- 
tain that petrol taxes, and pos- 
sibly Income taxes as well will 
be raised both because of 
Bonn’s sizeable payments to 
countries affected by the Gulf 
war and because of the con- 
tinuing drain from east Ger- 
many. 

Mr Waigel has up to now 
sought to keep down the over- 
all public sector budget deficit 
to DM140bn (£48.4bn) this year 
through a package of DM35bn 
in spending cuts decided at the 
beginning of the year. 

More than half the package 
was raised thro ugh an Increase 
in unemployment benefit con- 
tributions, which reduced the 
government’s payments to the 
Federal Labour Office this 
year. 

The Bonn cabinet yesterday 
approved plans for the 1991 fed- 
eral budget calling for a federal 
deficit of DMTObn on spending 
of DM400bn, as foreshadowed 
last week. 

Yesterday’s figures are how- 
ever highly provisional 
because both tax increases and 
additional methods to channel 
western Lander revenues to 
the east have not yet been 
taken into account 


Swedish government 
postpones plans to 
scrap nuclear power 


SWEDEN said yesterday it was 
postponing plans to begin abol- 
ishing nuclear power by 1996, 
and instead would embark on a 
SKr3.7bn ($664m) programme 
concentrating on safe, alterna- 
tive sources of energy, Reuter 
reports from Stockholm. 

Mr Rune Molin, industry 
minister, said the timing of 
Sweden's nuclear power shut- 
down now depended on prog- 
ress in energy-saving and pol- 
lution-free generating, while 
keeping energy costs interna- 
tionally competitive. 

The decision reverses the 
government’s line that it was 
bound by a parliamentary deci- 
sion to scrap the first two 
nuclear reactors in 1995 and 
1996. 

But the earlier commitment 
to dismantle all 12 nuclear 
reactors in the country by the 
year 2010 remains. 

Sweden uses nuclear power 
to generate 45 per cent of its 
electricity. The pulp, engineer- 
ing and other industries which 
need abundant cheap energy 


had become increasingly ner- 
vous as the 1995 date for scrap- 
ping nuclear power 
approached. 

The country’s pulp industry 
welcomed the programme, 
which is expected to become 
law by mid-1991. 

"Much (of the programme) is 
positive, but there are still 
many uncertainties and ques- 
tion marks about energy pol- 
icy,” said Mr Bo Wergens, of 
the national forestry industry. 
He regretted that the goal of 
scrapping nuclear energy alto- 
gether by 2010 was still intact. 

The programme calls for 
investment in energy conserva- 
tion and the development of 
environmentally friendly 
energy sources such as ethanol 
and win dmills 

But it drops the govern- 
ment’s previous insistence on 
freezing at 1988 levels the emis- 
sion of carbon dioxide gas, 
which is produced by burning 
fossil fuels and is believed to 
cause global wanning through 
the so-called greenhouse effect 


Brussels rules against Eurosport channel 


By DavW Gardner in Brussels and Alice Rawsthom in London 


THE European Commission 
ruled yesterday that Eurosport, 
the satellite television sports 
channel linked to Mr Rupert 
Murdoch, infringed EC compe- 
tition regulations by entering 
into an effective joint venture 
agreement with the Eurovision 
network to shut out rivals. 

The agreement was between 
the Eurosport Consortium, Sky 
Television (which now oper- 
ates as the BSkyB satellite tele- 
vision service), Mr Murdoch's 
News International, and a 
group of members of the Euro- 
pean Broadcasting Union 


(EBU). The Commission judged 
that potential competitors were 
co-operating, thereby denying 
access to programmes from 
other satellite or cable ser- 
vices, strengthening the posi- 
tion of EBU members and the 
former Sky television service. 

Eurosport was receiving 
preferential access to EBU-pro- 
duced sports coverage, to the 
detriment of competitors such 
as Screensport, which brought 
the complaint and is a joint 
venture between WJEL Smith, 
the UK retailing group, and the 
cable channel ESPN. 


The Commission’s ruling 
clears the way for all satellite 
channels to compete for the 
right to screen European 
sports events. 

Mr Francis Baron, managing 
director of WHSTV (W.H. 
Smith Television), said the rul- 
ing would “enable Screensport 
to compete in the marketplace 
for the first time on a fair 
basis.” 

Mr Murdoch’s News Interna- 
tional announced earlier this 
year that it Intended to sell its 
50 per cent holding in Euros- 
port. 


The EBU, the group of public 
sector European broadcasters 
which owns the remaining 50 
per cent, is now negotiating 
with new potential investors to 
take the Murdoch stake. 

Since BSkyB was formed by 
the merger between Sky and 
BSB late last year, it has con- 
tinued to broadcast both 
Eurosport, part of the old Sky 
service, and BSB’s Sports 
Channel. 

From April it plans to screen 
the Sports Channel to all sub- 
scribers and to drop Eurosport 
from its service. 


Slovenia moves further towards independence 

By Laura. Silber in Belgrade 


SLOVENIA’S parliament 
yesterday_app roved constitu- 
tional amendments to move 
the republic towards secession 
from the Yugoslav federation. 

Deputies approved two 
amendments giving the repub- 
lic control over its foreign pol- 
icy and creating the legal 
framework for a frilly indepen- 
dent monetary system. These 
are likely to undermine 


reforms undertaken by Mr 
Ante Markovic, the federal 
prime minister. 

Mr Milan Kucan, Slovenia’s 
president, said; “The federal 
government is no longer able 
to safeguard the rights of its 
republics, so we suggest it be 
dissolved. 

“Should the republics accept 
our proposals, there will be 
two or more sovereign states 


born out of Yugoslavia. Both 
or all these states will inherit 
toe ri ghtft and obligations of 
the former Yugoslavia.” 

Deputies are expected later 
in the week to vote on “an 
agreement on dissociation" - a 
resolution on independence. 

Last December’s referendum 
which was approved by the 
majority of the republic’s 2m 
population allowed six months 


for Slovenia "to take the neces- 
sary steps to assume the right 
and prerogatives of a federal 
state”. 

But the process of sorting 
out liabilities will take “much 
longer,” according to Mr 
Kucan. 

Meanwhile Mr Markovic has 
been lobbying for support of 
the federal government’s pro- 
gramme. 


New capital 
for Air France 

AIR FRANCE, the French 
state-owned airline, is to 
receive an injection of FFr2bn 
($396m) in fresh capital from 
the state, the company 
announced yesterday, writes 
lan Davidson in Paris. 

The announcement of the 
new capital endowment, the 
first since 1986, follows the 
company’s adoption of an aus- 
terity plan in response to the 
sharp decline in air travel 
brought about by the Gulf 
war. 

The plan includes a wage 
freeze and a 6 per cent reduc- 
tion in horns worked, and is 
intended to secure savings of 
FFr6 10m. 

However, Air France says 
the new capital Is intended as 
a contribution to the compa- 
ny's 1991-93 investment pro- 
gramme, which includes buy- 
ing some 60 new aircraft and 
is scheduled to cost FFr35bn. 

The new money is not 
designed to compensate for its 
current losses, the airline 


The airline expects a 
FFr87 Qm loss in 1990, as a 
result of the shortfall tn traf- 
fic, compared with a FFrG85m 
profit the year before. 


Rural Ireland up in arms over ‘whizz kid’ economics 

A restructuring of post offices is the final straw for dying local communities, reports Kieran Cooke in Dublin 


T HE rural communities 
of Ireland are up In 
arms. Not about the 
growing disintegration of their 
roads and the non-existent rub- 
bish collection, but about the 
closure of their village post 
offices. 

An Post, the Irish state-run 
post office, is in severe finan- 
cial difficulties and Is a drain 
on precious public resources. 
This year the company Is likely 
to lose I£l6m (£14 .8m). next 
year about l£25m. 

In an effort to appease a gov- 
ernment bent on stopping 
losses in the state sector, An 
Post is planning a radical 
restructuring of its operations. 

Central to this is the closure 
of 550 post offices, predomi- 
nantly in rural areas. In some 
regions, post will no longer be 
delivered house to bouse, but 
have to be collected from spe- 


cial boxes. 

The country has reacted 
angrily. 

The post office is one of the 
pillars of the community in 
parts of rural Ireland, Take the 
pest office away, say An Post’s 
critics, and the community will 
cease to exist 

Though about 40 per cent of 
Ireland's 3.5m people live in 
the Dublin area, the country 
remains essentially a rural 
society, with life centred on 
the local church, pub and post 
office. 

In the old days people would 
anxiously wait at the post 
office for mail - and possibly 
cheques - from fathers, sons 
and daughters gone overseas to 
work. 

Mrs Mary Grady has run a 
post office for more than 40 
years in Creggahbaun, a small 
village surrounded by bogland 
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and mist-shrouded mountains 
on the edge of Connemara in 
the for west of Ireland. There 
are very few jobs locally. Over 
the years Mrs Grady has 
watched the young people emi- 
grate to Britain or the US. A 


few years ago the local school 
closed. 

There are about 20 pension- 
ers living here, many of them 
alone, and a few other fami- 
lies" says Mrs Grady. “If the 
post office closes then it’s the 
old people who will suffer, with 
not even a place to meet while 
collecting their dole or pen- 
sums.’ 1 

In many communities the 
post office is combined with a 
shop or pub. At the beginning 
of the week people congregate 
to collect their unemployment 
benefits. At the end of the 
week they meet to collect their 

penainna 

The Irish novelist John 
McGahern captured much of 
the atmosphere of the the rural 
post office in his recent book 
“Amongst Women”. An emi- 
grant, away nursing for some 
years, returns home. She goes 


to post a letter. 

; . The small room of the 
post office was fall of people 
waiting for the eveniigj mail. 
They all turned towards her 
when she entered and way was 
made fra: her to go up to the 
counter. People whose own 
names she was no longer cer- 
tain of called out her name and 
she smiled and nodded by way 
of general response. 

The post office was owned 
fay two white-haired sisters, 
Annie and Lizzie, for out cous- 
ins of her own, and Annie 
stamped the envelope for her, 
postmarked it and dropped it 
in the calico bag on the 
counter. . . when the mail van 
pulled up outside, the hum of 
talk about them went silent” 

There is resentment in parts 
of Ireland, particularly in the 
underpopulated western half of 
the country, about the way 


towns and villages seem to 
have been sacrificed on the 
altar of economic expediency. 
In recent years Ireland has 
won international acclaim for 
the way it has cut back on 
national spending and brought 
Its foreign debt under control. 

The Irish economy has 
grown by an average of 4 per 
cent annually in the past four 
years. But emigration has left 
parts of the country desolate 
and unemployment has 
recently risen to 1&5 per cent - 
along with Spain, the highest 
in the EC. 

To country people, the 
planned closure of the post 
offices Is being seen as yet 
another example of govern- 
ment’s ambivalence about 
their problems. As one country 
councillor said; “The whizz 
kids do not think of rural 
Ireland.” 


Already government cuts 
mean that there is no rubbish 
collection in many rural areas. 
Potholes on many country 
roads make driving hazardous. 
With cuts in the EC subsidy 
regime, the future for much of 
Irish agriculture la bleak. 

The government has been 
surprised at the uproar caused 
by An Post’s “viability” plans. 
Members of the coalition gov- 
«nment headed by Mr Charles 
Haughey, the prime minister, 
say that if the poet office do- 
sures are carried out, vital 
votes will be lost in rural con- 
stituencies. 

“Closing the local post office 
would be the last nail in the 
coffin of many country commu- 
nities, said one west of 
fretend politician. “We just 
cant let a whole way of life 
disappear." 


Lothar de 

Maiziere 

cleared 

over Stasi 

allegation 

CHANCEUWR Hejmnt KoMV 
Christian Democrats (CDB) 
said yesterday that Mr water. 

de Maizfere, the former Eatf 
German prime minister,, had 

he had spied for the Stasi 
secret police, Reuterreports. 

f rom Bonn. , , 1 

Mr Volker Rube, C PU g ea- 
eral secretary, said a govern* 
ment investigation, the jjesulte 
of which are expected 
week, would dear the way tor 
Mr de Maiziere to resume ms 
posts in the party. 

The former premier st epped 
down in December as W*y 
CDU leader and as a minister : 
without portfolio in the first 
government of united Gmnany 
iwuc aiiMmtians that he 
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police about dissidents and 
church activists. He denied the 
charges. 

Questionnaire on 
EC policy drawn up 

Mr Jacques Poos, foreign 
minister of Luxembourg, 
which holds the EC presidency, 
has drawn up a questionnaire 
for fellow foreign ministers as 
a starting point for discussions 
about a common EC foreign 
policy, writes Andrew Hffl in 
Strasbourg. 

Mr Poos told the European 
Parliament yesterday that he 
would invite answers to seven 
qu es tions at the meeting of EC. 
foreign ministers scheduled for 
March 8. His questionnaire 
begins by asking whether 
member states support a com- 
mon foreign policy. • : . 

The meeting is likely to dis- 
cuss the disagreements on 
security policy which have 
emerged in the EC since the 
outbreak of hostilities in the 
Gulf. 

EC-Japan treaty 
idea approved 

European Community for- 
eign ministers have endorsed 
Tokyo’s suggestion that the EC 
should agree a special charter 
governing its relationship with 
Japan, writes David Buchan in 
Bnusels. 

It would be s imilar to the 
transatlantic charter signed by 
the Community and the US 
last November and would be 
aimed at bolstering the weak- 
est side of the US-EC-Japan 
power triangle. 


Turkish leader to 
visit Soviet Union 

President Turgut Ozal is expec- . ' 
ted to pay an official visit to 
the Soviet Union next month, sl 
Turkish foreign ministry offi- 
cial told Renter in Ankara yes- 
terday. “We cannot make a for- 
mal statement yet but the virit 
is likely to take place between 
March 11-16," he said. 

It wlQ be Mr Ozal’s first trip 
to Moscow since becoming 
president in December 1989. He 
visited the Soviet Union as 
prime minister in 1986. 

Greece and Iran - . 
discuss gas pipeline 

Iran and Greece agreed to 
co-operate in oil and other 
industries and study the idea - 
of an Ira nian gas pipeline pass- 
ing through Greece, Reuter * 
reports from Nicosia. 

The Iranian news agency 
IRNA_ said a letter of under- 
standing was signed in Tehran 
by Mr Mohammad Hossein 
Mahloujchi, Iran's minigfpr of 
mines and metals, and Mr 
Stavros Dimas, the Greek min- 
ister of industry, energy and 
technology. 

Polish generals to 
stand trial 

T hree former Communist 
generals are to stand trial for 
ordering the destruction of the 
files of Poland's security 
Police, the official PAP news 
a eency said yesterday, Reuter 
reports from Warsaw. 

Th e generals, who include 
former Deputy Interior Minis- 
ter Henryk Dankowski, face up 
to five years in jail if con- 
victed. The date of the trial has 

hot yet been set 

PAP said that the destroyed 
documents included proof that 
the security police had carried 
out surveillance and repression 
of anticommunist activists 
and Roman Catholic priests. 

Hashish seized in - . 
Casablanca 

k JSPE tonnes of conce n t rate d 
$3£m, were 
found hidden m a truck about 
a shi D bound for 
Amsterdam, the Moroccan 

information Ministry said, .. 
“OTter reports from Rabat v 

n,™ Efoopean driver of the *■ 
Dhtah-regtetered truck and six 
JR™*™ were arrested.' 
Another European who accom- 
panied the driver to Morocco 
nad already left the country. 
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non-stop to 


Starting June 2 with daily departures 

from London Gatwiek. 
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Now you can take American Airlines, 
America’s largest airline, non-stop 
from Gatwiek to Chicago every day of 

the week. 

Superb Service 

From the - moment your journey begins, 
y ou can sample the benefits of flying 
American. Bring your baggage to our 
Victoria check-in facility and you’ll 
receive your boarding pass so when 
you reach Gatwiek you can transit 
quickly through boarding formalities 


and onto the plane. 

Once onboard, you’ll enjoy superb 
service, cuisine rated “best in the air 
and wines from the worlds premier 
vineyards. 

In our First and Business Class you 
can relax in luxurious leather and 
sheepskin seats. And enjoy your own 
personal video* in First Class, with 
your choice of films. 

Convenient Connections 

In addition to the new Chicago service 


AmericanAirlines 

Something special in the air. 


American has daily non-stop flights 
from Gatwiek to Miami and Dallas/Fort 
Worth" From each, we can offer you 
convenient connections to over 270** 
cities : in the U.S., Canada, Latin America, 
the Caribbean, Asia and the Pacific. 
Take-America’s largest airline to America 
and you’ll soon see why over 
80,000,000 passengers flew with us 

last year. 

For-reservations, call your travel agent 
or American Airlines on 0800 010 151. 


•Available on all aircraft* Summer 1991 


. ••Some cities served by American Eagld®, American Airlines' Regional Airline Associate 
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The downturn will not be as severe as on previous occasions, predicts the Fed chairman 


Greenspan upbeat on recession 


By Michael Prowse in Washington 


THE balance of forces suggests 
that this recession will be 
“shorter and shallower" than 
most post-war downturns, Mr 
Alan Greenspan, the Federal 
Reserve chairman, said yester- 
day as he delivered bis semi- 
annual Humphrey -Hawkins 
monetary testimony to Con- 
gress. 

Mr Greenspan declined to 
adjust the provisional target 
ranges for monetary growth 
set last July, arguing that 
these gave scope for economic 
recovery while keeping down- 
ward pressure on inflation. But 
he hinted at the need for fur- 
ther regulatory reforms to ease 
the “credit crunch" - the 
apparent unwillingness of 
banks to lend. 

Mr Greenspan's economic 


optimism appeared to rest in 
■ large measure on the fact that 
both oil prices and interest 
rates have fallen sharply in 
recent weeks. However, Mr 
Greenspan took care to temper 
his remarks with many warn- 
ings about the unpredictability 
of events In the Middle East, 
the risks associated with finan- 
cial fragility and the limita- 
tions of economic forecasting. 

He said it would be unwise 
to rule out the possibility that 
the recession would become 
“more serious than already is 
apparent". The main danger 
was that the erosion of pur- 
chasing power and frayed con- 
sumer and business confidence 
ste mming from the recession 
could interact with a weakened 
finanrial system to produce a 


further decline of the economy- 
On balance, however, the 
Fed believed-the odds favoured 
a moderate' upturn in economic 
activity in coming quarters. It 
is forecasting growth of gross 
national product of about % - 
VA per cent' between the final 
quarters dr 1990 and 199L 
This is roughly in line with 
the Bush administration's pro- 
jection of a 0.9 per cent 
Increase & real GNP over the 
same period. But it is markedly 
more pessimistic than the 
Fed’s forecast of 1% per cent to 
2% per cent growth made last 
July. The- Fed expects the job- 
less rate to rise to between 6V4 
to 7 per cent by year-end. But 
it hopes .that lower oil prices, 
and slack in labour and capital 
resources will restrain infla- 
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tion to only 3% to 4 per cent, 
the best performance in recent 
years. 

Several stimulative forces 
have been set in motion, Mr 
Greenspan claim ed. These 
include a si gnifirant drop in 
both short- and long-term 
interest rates. The monetary 
easing, moreover, began more 
than a year before the business 
cycle peak, a pattern "unique 
in post-war experience" that 
will help cushion the recession. 

At the same time, inflation 

pressures remained moderate 
by the standards of past reces- 
sion. The fall in tha dollar twit 
enhanced industrial competi- 
tiveness and should support 
exports in coming months. 
Meanwhile with most busi- 
nesses keeping their invento- 
ries lean, the “anticipated pick 
up In aggregate demand sh o u l d 
show through relatively 
quickly in rising production". 

However, Mr Greenspan con- 
ceded that there were several 
forces acting to restrain spend- 
ing and demand. The large 
stock of vacant commercial 
properties was virtually cer- 
tain to limit activity in the real 
estate market for some time. 

It would also take a while to 
correct the financial difficul- 
ties facing many lenders, who 
would probably remain quite 
conservative in makin g new 
loans. 


Call to end 
credit supply 
impediments 


Monetary ranges ‘on target 1 


By Michael Prowse 


FURTHER regulatory 
initiatives may be needed to 
remove impediments restrict- 
ing the supply of credit, Mr 
Alan Greenspan warned yes- 
terday, writes Michael Prowse. 

He said structural reforms, 
rather than an easing of mone- 
tary policy per se, might be 
needed to remove some “mar- 
ket imperfections" affecting 
credit supply. 

One step taken last year to 
bolster bank lending was 
redaction in the proportion of 
deposits banks must hold as 
non-interest bearing balances 
at the central bank. This 
appreciably reduced banks’ 
funding costs. 

He was also anxious to 
encourage lending by reducing 
the stigma attached to borrow- 
ing of short-term adjustment 
credit at the Fed’s “discount 
window". 

Banks' reluctance to borrow 
from the window in recent 
years had rendered this device 
a “less effective safety valve in 
relieving transitory pressures 
in the reserves and funds mar- 
ket". 


MONETARY policy ranges 
provisionally adopted last July 
remain appropriate in spite erf 
the recession, Mr Alan Green- 
span said. 

The 1991 target range for 
growth of M2, the most widely 
watched monetary aggregate, 
remains 2‘A per cent to 6 % per 
cent. This is slightly tighter 
than the 3 per cent to 7 per 
cent ranges set in 1989 and 
1990, reflating the Fed's belief 
that inflation will ease gradu- 
ally. 

The target range for growth 
of M3, a broader measure of 
money, remains 1 per cent to 5 
per cent. The Low target 
reflects the impact of restruct- 
uring of the savings and loan 
industry, which has reduced 
deposit growth. 

The Fed also set a monitor- 
ing range for growth of non-fi- 


nanciflir sector debt of 4% to 8V4 
per cent in 1991. This is 
slightly, tighter than last year’s 
target and reflects expected 
sluggish borrowing by consum- 
ers and ..businesses. 

Mr Greenspan said the target 
ranges-' for money and debt 
growth were selected "to pro- 
mote ^sustainable economic 
recovery, consistent with prog- 
ress overtime toward price sta- 
bility". 

Some analysts had expected 
the M2 target to be raised fal- 
lowing criticism of the Fed for 
allowing the monetary aggre- 
gates to fall below target 
in the fourth quarter of last 
year. 

Mr Greenspan conceded yes- 
terday that the aggregates 
ende£l990 "well down in the 
lower- : halves of their annual 
growth ranges". M2 grew by 39 


MONETARY AND CREDIT AGGREGATES GROWTH 
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M2 
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2*2 to 6*2 

M3 

3*2 to 7*2 
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Debt 

0*2 to 10*2 
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per cent between the fourth 
quarters of 1989 and 1990 but 
was flat in the final three 
months of last year. 

The Fed said the weakness 
of M2 reflected the stalling of 
gross national product in the 
last quarter of 1990, the reluc- 
tance of banks to lend - the 
so-called credit crunch — and a 
shifting of credit intermedia- 
tion away from banks. 

Policy easing in recent 
weeks, including two cuts in 
the discount rate to 6 per cent, 
was aimed partly at reviving 
the growth of M2 and the other 
aggregates. 

Mr Greenspan said there was 
already tentative evidence of a 
pick-up in monetary growth 
but it was too early to be sure 
that a more robust trend had 
been established. 

His statement underlined the 
degree to which the perfor- 
mance of the monetary aggre- 
gates has moved to the centre 
of the Fed’s thinking. It implies 
policy will be eased further if 
M2 growth does not move 
towards the centre of this 
year’s target range - which 
also represents the Fed’s best 
guess of likely nominal growth 
of GNP in 1991. 



Alan Greenspan: recession will be shorter and shallower 


MAIN POINTS 


■ Shallow recession, upturn later this year. The Fed 
predicts growth of 3* to 1 h per cent in 1991, roughly in 
line with Bush administration forecasts. 

■ Inflation to moderate. Lower oil prices and higher 
unemployment to underpin consumer price inflation of 
3*4 to 4 per cent, the best recent performance. 

■ No revisions to monetary targets set last July. Target 
range for M2 remains 2*2 to 6*2 per cent despite recent 
undershooting by Fed. 

■ Regulatory initiatives to ease “credit crunch". Alan 
Greenspan says easier monetary policy cannot resolve 
“market imperfections" that obstruct supply of credit 


Mexico in debt-for-nature swap i Sharp fall in US house starts 


By Damian Fraser in Mexico City 


By Michael Prowse 


THE debt-for-nature swap is 
spreading. Following Bolivia, 
Costa Rica and Madagascar, 
the Mexican government 
reached its first such agree- 
ment on Tuesday. 

Over tbe next four years 
Conservation International, 
the environmental group, will 
arrange to retire $4m (£2m) of 
Mexico's foreign debt in return 
for the government spending 
32.6m on specified environ- 
mental projects. 

Costa Rica has retired a fifth 
of its foreign debt through 
such swaps, while spending 
more than $100m on protect- 
ing its dry and tropical rain 
forests. 

The Mexican swap repre- 
sents 0.05 per cent of the coun- 
try’s total debt Other such 
deals, reportedly in the offing, 
will not reduce the country’s 
$80bn external debt signifi- 
cantly. 

The debt swap does not rep- 


resent any direct savings for 
the Mexican government since, 
under the terms of the Brady 
debt deal, it has already 
agreed to buy back the debt 
that is being retired at a 35 
per cent discount. It would 
probably have been as econom- 
ical if environmental groups 
gave the $2.6m to the govern- 
ment directly. 

However, the deal demon- 
strates that tide government is 
finally waking up to environ- 
mental pressures, both inter- 
nal and external. Environmen- 
tal issues are likely to be a 
focus of opposition from the 
US Congress to the proposed 
free trade agreement with the 
US and Canada. 

Almost half the $2J>m win 
spent on preserving and docu- 
menting fauna and flora In the 
Selva Lacandona. More than 
half this forest has been 
destroyed by illegal logging 
and conversion of forest into 


farmland since 1970. 

According to Conservation 
International, the forest will 
be destroyed within 10 years if 
current rates of deforestation 
continue. 

The governor of Chiapas 
state, where the forest is 
located, blamed def or estation 
on “corruption and complic- 
ity* of foreign companies. 

Most environmental groups 
blame the state's alarming 
deforestation rates on the gov- 
ernment's agrarian reform pol- 
icies, however. 

Mexican farmers can apply 
for credit from the agricul- 
tural bank by clearing 
unclaimed land of trees. The 
government lias encouraged 
Hk> development of the Lacan- 
dona area as a way of protect- 
ing the border against Gua- 
temala* .. 

cW to 200,000 people now j 
live in, an area where only 
5,000 lived in the 1960s. I 


US bousing starts plunged last 
month to their lowest level for 
nine years, the Commerce 
Department said yesterday. 

Starts fell by 12JB per cent to 
a seasonally adjusted annual 
rate of 850,000 - the lowest 
level since January 1982. The 
department also revised down- 
wards figures for December to 
show a drop of 13.7 per cent 
Starts have fallen by 45 per 
cent in the past year. 

The recent decline in house- 
building activity was more 
severe than analysts expected 
and suggests the recession may 
be gaining intensity, rather 
than bottoming out 
Construction is usually one 
of the sectors which leads the 
economy out of recession. But 
the latest figures provide no 
grounds for expecting an early 
recovery. 

Building permits - the best 
indicator of future construc- 
tion - fen a further 5 per cent 


US consumer prices rose 0.4 
per cent last month after 
seasonal adjustment and by 
5.7 per cent in the year to 
January, the Bureau of 
Labour Statistics reported 
yesterday, writes Michael 
Prowse. The rise was slightly 
larger than analysts expec- 
ted and compares with 


increases of 0.3 per cent in 
the two preceding months. 

Figures for underlying 
Inflation, however, were con- 
siderably worse. Excluding 
food and energy, the widely 
watched “core” consumer 
price index rose 0J3 per cent, 
double the average monthly 
Increase in 1990. 


to 804,000 last month and are 
now running more than 50 per 
cent below tbe levels of Janu- 
ary 1990. 

The weakest region remains 
the north-east, where starts fell 
nearly 30 per cent to 77,000 last 
month. 

In the mid-west starts 
declined 15 per cent to 198,000. 

A similar percentage drop in 
starts in the south took the 
annual rate of housebuilding to 
340,000 - the lowest level since 
the series began in 1959. 

In the west, starts were 


235.000, fractionally above the 
December level, but for weaker 
than for most of 1990. A year 
ago starts in the west were 
running at 499,000. 

Most of the decrease in hous- 
ing starts last month was 
accounted for by a 16 per cent 
decline to 632,000 in the annual 
rate of construction of single- 
family units. 

But construction starts for 
apartment buildings contain- 
ing five or more units also fell, 
by nearly 10 per cent to 209,000. 
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Bush’s energy 
strategy set to 
intensify debat 


By Peter Riddell, US Editor, in Washington 

, 4-ha White House's approach were 

THE main impact the WMiy* m ^ week's repot 

anannr fftTflteZV iOf- llUUW^ rJ 


THE main impact of the 
national energy strategy for- 
mally launched yesterday by 
President George Bush will be 
to intensity, rather than 
resolve, debate about what the 
US should do to encourage 
domestic production, and the 
efficient use of energy- . . 

The Gulf war - with the ini- 
tial and now reversed sharp 
rise m oil prices - has intensi- 
fied political and public pres- 
sure for action, in view of the 
US’s growing dependence on 

imports. These accounted for 
just 30 per cent of US oil needs 
in the mid-1980s; the figure is 
now almost 50 per cent 

As Democrat Senator Ben- 
nett Johnston, chairman of tbe 
Senate energy committee, has 
comment ed: “With the war in 

the Gulf now, if we can't pass a 

really meaningful energy pol- 
icy. then on us." 

The main debates will be 
about car fuel economy stan- 
dards, drilling for oil in envi- 
ronmentally sensitive areas, 
encourag ement of conservation 


economic advisers, 
that “primary reliance c m mar - w. 
kets to determine prire ^qumt- 
tmes, and technology ; •: 
provides the foundation for . ; 
sound longer term • 

ties, and thus for the admntis- 
tration's national energy 

Moreover, “policies, ora-; /. 
cerned with energy security tx y 
env ironmental protection mpst..-. • . 
be well-designed to avom ^_ 
excessive costs and to ensure . 
that economic growth can. con- . 
tinue to be fostered through 
the availability of ample sufr _ 
plies of reasonably priced: 

energy." , , -... 

These priorities have been. 1 -. 

shown not only by 
been left out of the strategy . 
but also by its key elements. , : 
The main proposals off the 
strategy include opening np : ; f 
the Arctic national wildlife wf - « -r 
uge in Alaska to ml * 

and and expanding offshore 

, rtnfar mmtv 
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widely criticised for relying' too 
much on raising oil output — 
as well as paging regulations to 
stimulate natural gas and 
nuclear power production - 
ami not enough on conserva- 
tion. 

The Sierra Club, a leading 
environmentalist group, has 
criticised the plan for being 
“nothing more than an answer 
to the prayers of the oil, 
nuclear and auto industries." 

Indeed, the White House and 
the Office of Management and 
Budget are reported to have 
deleted sections of the plan 
that would have put greater 
emphasis on conservation. 

1 The; removed proposals to 
exempt energy efficiency 
rebates from federal taxes and 
establish a federal fund to 
make loans for efficiency pro- 
jects. 

At an earlier stage, ideas to 
require increased car efficiency 
- the Cafe, or corporate aver- 
age fuel economy standards - 
did not make it into the plan. 
Similarly, further increases in 
petrol taxes - even though 
they are the most efficient way 
of encouraging conservation - 
were seen as politically unac- 
ceptable following the enor- 
mous row last autumn over the 
phased increases included in 
the budget plan. 

The president's key eco- 
nomic advisers objected to pro- 
posals which might increase 
industry’s or consumers’ costs 
substantially and hinder eco- 
nomic recovery. 

The main themes of the 


new nuclear plants . — .. wm 

mg new natural gas pipelines . 
and hydro electric plants. 

Proposals have also been-- 
made to encourage the u sejby : 
federal agencies of alternative i 
fuels such as methanol, etha-.v- ; 
nol and compressed natural ^ ' 
gas, and the more ge neral , 
adoption of renewable energy - ' 7 
sources. These ideas will r be--- 
measured alongside plans . 
already put forward by sente ■ 
members of the Senate and \ 
House energy committees. 

For instance, the Ho use 'J\ 
energy and power sub-commit- “• 
tee will shortly consider mea- 
sures including incentives, for ' 
the use of renewable energy ,' 
sources such as solar and wind . 
power, as well as new federal. ' 
programmes to stimulate.- 
energy efficiency in housing, 
businesses and government 
buildings. 

In the Senate, Senator Ben- 
nett Johnston, from Louisiana, 
and Senator Malcolm Wallop, 
the committee's sente Repub- 
lican from Wyoming, have 
urged the opening up of the 
Arctic national wildlife refuge 
to drilling, though they would 
use revenues from leases to 
promote energy efficiency pro- 
grammes and the development 
of solar, and wind power. 

Both the main Senate and 
House proposals dodge the 


question of raising car fuel effi- 
ciency. although Democrat 
Senator Richard Bryan from 
Nevada has called for a 40 per 
cent increase in standards over 
the next decade. 





NM INCOME & GROWTH FUND 

SICAV 

2, boul evard Royal 
L-2953 LUXEMBOURG 
R.C. Luxembourg B 23 410 


Dry winter dashes Californian dreams of drought’s end 

The state has started to draw up ‘battle plans’, writes Louise Kehoe dents in the north fighting to 

1 Stop expansion nf nratjur 


Notice is hereby given to the shareholders, that the 
ANNUAL GENERAL MEETING 


of shareholders of NM INCOME & GROWTH FUND 
will be held at the head office on March 1, 1991 at 11.00 

а. m. with the following agenda : 

1. Submission of the Report of the Board of Directors. 

2. Approval of the Statement of Assets as of December 
31, 1990 and of the Statement of Operations for the year 
ended December 31, 1990. 

3. Allocation of the net results. 

4. Discharge of the Directors. 

5. Statutory appointments. 

б. Miscellaneous. 


Resolutions on the agenda of the Annual General Meeting 
will require no quorum and will be taken at the majority 
of the shareholders present or represented. 


In order to attend the meeting of NM Income & Growth 
Fund, the owners of bearer shares wfll have to deposit their 
shares five clear days before the meeting at the registered 
office of the Company or with Banque Internationale h 
Luxembourg, 2, boulevard Royal, L-2953 Luxembourg. 

THE BOARD OF DIRECTORS 


C ALIFORNIA, which 
boasts an abundance of 
natural resources, is 
coming to terms with the fact 
that it lacks one vital commod- 
ity - water. Winter rains 
which normally provide about 
60 per cent of the state’s 
ll,000bn gallons on water used 
annually have foiled for the 
fifth consecutive year, threat- 
ening the ‘worst drought in 14 
years. 

The impact on the state’s 
economy, which ranks sixth in 
the world 1 compared to national 
economies, will inevitably be 
severe. 3 

Mr Pete' Wilson, the state’s 
governor, has announced a 
"battle plan” to deal with the 
crisis, calling for water agen- 
cies to cut consumption by 50 
per cent "Most of us are going 
to have dtxr water cut in half. ” 
he said. “At present that is a 
worse-case scenario, but I 
think it is becoming a likeli- 
hood” -- 

As the state basked in unsea- 
sonably warm weather this 
week, prospects for an end to 
the drought were quickly fad- 
ing. ■ - 

California, typically has 26 
inches of rain in the wet sea- 
son between -October and Feb- 


ruary. This year many parts of 
the state have had almost no 
rain, with an average fall erf 
just 6% inches. With reserves 
already depleted, tbe situation 
Is becoming desperate. 

The Federal Bureau of Recla- 
mation, which controls Calif- 
ornia's Central Valley project 
- a massive system of reser- 
voirs, aqueducts and canals 
built in the 1950s - announced 
last week that even by drain- 
ing its resources it would be 
able to provide only about 25 
per cent of normal water sup- 
plies to urban and agricultural 


LOS ANGELES City Council voted on Tuesday to start 
rationing water next month, Reuter reports from Los 
Angeles. 

Residents and businesses in the second largest US city will 
have to cut water consumption by 10 per cent from March 1 
and by 15 per cent from April 1. 

Residents who foil to meet the new requirements face 
hefty fines and other penalties. But local authorities are 
bracing for thousands of appeals; during rationing in 1977, 
73,000 appeals were filed and 92 per cent were granted. 


The state water project, 
which moves water from the 
Sierra Nevada mountains in 
northern California to tbe most 
populous regions in tbe south, 
has halted water supplies to 
formers ami mandated 50 per 
cent cuts for urban customers. 

Among the worst hit are Cal- 
ifornia’s formers, who nor- 
mally consume mure than 80 
per cent of the state's water for 
irrigation. Early estimates sug- 
gest the state's $16bn <£8bn) 
agricultural industry will suf- 
fer losses of Jibn to $2bn this 


year. 

Some regions will be particu- 
larly bard hit Earn County, in 
the San Joaquin valley, one of 
the state's richest fanning 
areas with 850,000 acres of 
prime agricultural land, may 
become the first economic 
casualty of the drought 

The region has little ground 

water to supplement supplies 
from the state water project; in 
the late 1960s it was trans- 
formed from a desert In 1988 
the county produced $1.6bn- 
worth of fruit, vegetables, nuts 
and other crops. 

Local officials estimate that 
more than 11,000 workers on 
forms and in related industries 
will lose jobs as a result of the 
drought 


Manufacturing industries 
that rely on water supplies axe 
beginning to count the poten- 
tial costs of rationing. 

Silicon Valley's chipmakers 
are struggling to forestall pro- 
duction curbs in the wake of 
water rationing; electronics 
man ufacturers use large quan- 
tities of water to cleanse equip- 
ment, circuit boards and semi- 
conductor wafers. Ironically, 
the use of water-based rtenning 
fluids has increased as manu- 
facturers have sought alterna- 
tives to environmentally dam- 
aging CFOs. 

Faced with the prospect of 50 
per cent cuts in water, some 
companies fear they will be 
forced to scale-back produc- 
tion. 


For residents of central Calif- 
ornia, water rationing is noth- 
ing new. T his year, however, 
water restrictions will be more 
severe. 

Affluent Marin County, 
north of San Francisco, has 
restricted residents to just 50 
gallons of water a day from 
March l. Homeowners are 
being encouraged to install 
low-flow showers and toilets, 
which together account for the 
largest personal use of water. 

The impact of the drought is 
not uniform throughout the 
state. 

In southern California more 
moderate cots of 10 to 15 per 
rent for residential customers 
have been proposed, in part 
because the region’s cities 
draw some of their water from 
the Colorado River. 

There is also a political 
dimension to water distribu- 
tion in the state. 

Tbe southern, most populous 
part of the state has largely 
been protected from water 
rationing in the past 

“Water wars fi have lone 
raged between northern and 
southern California, with resi- 


dents in the north fighting to 
stop expansion of water 
exports to the south. Fanners' 
also compete with “urbanites" 
for scarce wate supplies. • 

In an attempt to provide 
more equitable distribution of 
water throughout tbe state, Mr 
Wilson has preposed streamlin- 
ing water sales. 

Even between a w illin g" 
buyer and a willing seller, 
water transfers can currently 
ta k e months because of a laby- 
rinth erf regulations. 

Along with a $100m ftmd.for 
conservation measures, the 
governor has proposed.: a 
water h ank 1 * that can be- 
tapped by drought-stricken 
dues and farmers. 

Water supplies for the bank 
are expected to come primarily 
tiom rice growers, who will 
receive state incentives not to 
plant their water-intensive 
crop this year. Long-range 
b ®l**g explored 'by 
southern California water, dis^ 
mets include building a S2bn 
plant. 

While the cost and -power 
requirements of such a plant 
ure si g ni fi cant obstacles, the 
tect it is even being roiisldmed 
signals a change of attitude in 
California. 
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Japanese drop 

plan to buy into 
US tool group 

By Robert Thomson in Tokyo 


WORLD TRADE NEWS 
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FANUC, the Japanese machine 
t ool equipment maker, has 
dropped plans to take a 40 per 
cent stake in Moore Special 
Tool, a US precision tool com- 
pany. following pressure from 
US Congress representatives 
opposed to a large foreign hold- 
ing m a company with a 
nuclear weapons manufactur- 
ing capability. 

The Japanese company had 
been invited to ma ke the $10m 
(£5m) bid by executives at 
Moore, who insisted they 
would retain management con- 
trol, and that the f unding was 
needed to reduce debt and 
modernise production facili- 
ties. 

But a bipartisan group of US 
Congress representatives cam- 
paigned against the purchase, 
claiming it posed a threat to 
US security. 

The investment was not 
opposed by the Committee on 
Forefen Investment in the US 
(CFItJS) and was supported by 
the US Treasury and State 
Department, while the US 
Defence, Commerce and 
Energy Departments expressed 
some concern. 

Fanuc officials said in Tokyo 
yesterday that the time taken 
to close the investment "had 
exceeded all expectations", and 
that the legal authority for the 
purchase had been clouded by 
the opposition in Congress. 

The company said that while 
it believed "congressional hear- 
ings would end favourably", 
the "indefinite and burden- 
some" review procedures had 
prompted the abandonment on 
the purchase plans. 

Fan uc's problems and the 
vehemence of the congressio- 
nal opposition to the purchase 
are likely to make other Japa- 
nese companies waxy of any 
Investment with links, how- 
ever tenuous, to sensitive 
industries such as nuclear 
weapons production. 

The Japanese company 
emphasised that it did not 


pia fr p the initial offer and that 
it had no plans to take a con- 
trolling stake in the Connecti- 
cut-based Moore, which sup- 
plies metal boring and gouging 
equipment to the Energy 
Department for nuclear weap- 
ons production. 

Moore representatives 


insis t e d that the company 1 was 
engaged in “no classified 
work" and that government 
contracts amounted to no more 
than 10 per cent of total sales. 
Fanuc said that Moore, an old 
business partner, had 
requested help, and that the 
stake would remain a minority 
holding. 

“Fanuc answered this call 
for help from an esteemed cus- 
tomer because it believes 
Moore is a sound company and 
that association with the pres- 
tigious Moore name would 
enhance Fanuc’s marketing 
efforts," the Japanese company 
said. 

But some US Congress repre- 
sentatives did not see the deal 
in commercial terms, and Mr 
Mel Levine, a California Demo- 
crat and chairman of a high- 
technology committee, wrote 
to President Bush urging him 
to oppose the purchase. 

“Allowing Moore to frill into 
foreign hands would pose an 
unacceptable national security 
risk to US nuclear weapons 
production capability, as well 
as worsening the already dis- 
turbing US trend of growing 
dependence on foreign 
machine tool vendors,” Mr 
Levine wrote. 

Peter Riddell adds from Wash- 
ington: The issue had become 
very political because of the 
opposition of prominent con- 
gressmen to the deal as a fur- 
ther instance of a Japanese 
takeover of a company essen- 
tial to US national security. 
President Bush had tnWn no 
formal position and, with the 
law lapsing, neither faced a 
statutory to act, nor 

had power to block the deaL 

But Fanuc’s withdrawal is a 
relief to the US administration 
since approval would have 
stirred further congressional 
anger at a time of considerable 
hostility to Japan and made 
straightforward re-authorisa- 
tion of Exon/FLorfo legislation 
to block foreign takeovers on 
national security grounds more 
difficult 

Moore had argued that its 
sales for nuclear weapons 
development were less than a 
tenth of its business and that 
Fanuc’s offer of $2Dm for 
minority ownership was the 
best financial offer available. 
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IN THE HIGH COURT QF JUSTICE 
Chancery Division 
Companies Court 

IN THE MATTER of (U 
WAUABROOK PROPERTY CO 
LIMITED (IN ADMINISTRATION) 
AND 

IN THE MATTER of Pie Insolvency 
Act 1986 

Node* la iwntqr.gl'Mn th * t • 

(cradhora) In Sw abwa maaw to to M ItoW 
at Shvltoy How*. 3 ,N«** Urn*" 

EC2 on Vie Tvwwty oltfiBi d*y <* F«*n*ry 
1991, at UDpm. , 

(1) To conridar our prapomim under ±13{7) 
a Iho MioMoey MittUtodls conaMar 
oaiaMlaNna a eommlttaa ol orwJjtore 
A proxy tom aliouM t» vomtfaMd ana 
nrtumod to u> by Mm «to» o» Mm reo«lM M 
you cannot attend the meeting and wan » 
be lapi eae n M ri . In otMar to be emitted to 
vote at Mm meeting you mun gfa BitoW 
later than 1JU» lawn oo Mm new day 
before Mm day Meed lor Mm meeting, details 
In writing ol your claim. 

UA JORDAN 1RU ADOY 
joint (Admtntoftaiorja 

A .copy of oar proposal* may » owetaed 
than 

Coric Gully 

Shelley House 
3 NOW* Street 
London EC2V TOO 


No. 008108 of 1990 
[N THE WQH COURT OF JUSTICE 
Ctwncory Division 
Companies Court 

M THE MATTER of <t| 
AUTHORITY INVESTMOfTS PLC 
(M ADMINISTRATION) 

AND 

IN THE MATTER ol Insolvency 
Ad 1988 

Nairn ks hereby alveti that a meedng of ft 

W^SSa«SSS 

qfTo’wSS?' 

at the fwolye ncy 

MtabOshing a CO»Wti»e « S^Md and 

you cannot attend ^ m 
bT represented. In erivw » ' 
w * the meeting you 
toner then 

before Mm dev B**d tor MM meeting, oom* 
In writing of your ctebn. 

NLA. JORDAN * B “ ADOY 
John lAdmlnlatre*or)a 

A copy o« our propoeaM may be obtained 

• from 
Coifc Qufty 
Shelley House 
3 Nome 

London BCOV TOO 


No. 008106 of ISM 
- In the high court of justice 

Chancery DIvteton 

Companloa Court 

in me matter ^ BaringWl 
Ked tln AdmlntoMMWJ ' Ml* * *• mMWT 
the kwotvency Art 18W m— etna ol ft 

Notice to hV**( ON*" ■« 
credttorejn *" London EC2 

SWIW rHowt. l 3NoW« « 
on tfM TwvrtyNgtoi d»» « 

230 pm. . 1 . tindei aJUSft 

MtaDtiahbtg a eammWee V 
A proxy 

returned to u> *T ^wUHM 

68 «m»t flW* n ° t 

note at Mm ltl * 8t * nl ^ mJnein day before 
War 1 2.60 » 

me' day fixed for Mm hm™* 
writing ol your 

U A Jordan ASM Addy 

-SSa rf ,.^“~- aN " , " OT * 

London ECWTlW 


ParfectionlsrPtaslailiHI Limited 
(In AdmHHstrattva Racahrerahlp) 


Nonce IS HCHESY GIVEN, pursuant to sec- 
tion 4 ol Mm Insolvency Act WW, that a 
meeting ol tho creditors cri Mm above ramad 
oompany win be ImM at 20 Old Bailey, Lon- 
don BC4M 78H. on Mm 28Mi day ol Fabnmry 
tOSI at 1030 am tor Mm p ur poaoa mentlonod 
In sections 4a and 4B ol Mm a#W Art. 

A creefitor to entitled to vote at Mila meadno 
only It 

W ha haa forwarded to the administrative 
receive** Mr P R Sykes and Mr M C 
Bird ol BOO Binder Hamlyn, 20 Old 
BalMy. London EC4M 7BH. not Mkw 
Mian ritOO hours on the 771h day of 
February 1991 daulto in writing of the 
dart Mm> Ire claims to be due to Mm 
tram MM above named oompany, and 
the claim has bean cMy ad mured for Mm 
purpose ol entitlement m voto. and 
(b) there haa bean lodged vdtii Ore edmlnto- 
tr alive receivers any proxy which Mm 
C reditor Intends to be used on hla 
behalt 

P h Sykes 

joint Admlntontiva Receteer 
13 February 19*1 

No- Donoa oi laao 
M IMS HWM COURT OP JUSTICE 
Chancery Dt*teh» 

Companies Court 

In tire matter ol ArthmMy I m m rtma nta Pic 
and 

In Sm matter el toe I n ea tv i nry Art 1MB 

Notice to hereby given pursuant to Section 
23ft<b) UMotvoncy Act 1080 (ttuto 2. 1?J to 
■lurolMldira. members and conlributora ol 
Authority investments Ptc that a oopy of too 
Mot Administrators' proposals and report 
prepend in accordance wtto the Act may be 
obtained tree at charge by appfleotfon to 
writing to |otot aOmWatratore. M A Jordan 
and R M Addy. Core GuHy. Shelly Houoe. 3 
Noble Street. London EC2V TDa 


CMOtUNBTBEU UMtltED 


Regfafored number: IW500 

Nebirti of business: Steel ^todtooWera and 

Piuue aaC M 

Trade rtaaaMoatipn: or 

IMM ol appototment o( Joint admMatraMve 

ntolwK 13 February 1991 

Name of parson appointing Mm Irttd sdmmto- 

traihre recehrare: National Whatmtoator Bank 

JW« FHEDEWCK POWELL and DAVID J 
CORNET 

joint Adrtitototnmvti Bocolveta 

lOMoe holder no» 249 end MJ ol Cerh. Guby 

43 Temple rtme 
Birmingham B2 5JT 


CLUBS 


■VE IMS ootihred «tMra because c4 a poBoy 
play and «* meney. Sparer 
frern loSSll am Dtaco and top jwralmBne. 
™5^«MMtoaa«fc awBing Boorarmwa. 
§ 7 l 7 T 4 ^Sa. 109 Regent St. London Wf. 


PETERBOROUGH 


The FT proposes to pariah 
this survey on 

March 14 1991. 

A survey on ibis bd growing 
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EC presses 
Austria and 
Switzerland 
in road row 

By David Buchan in 
Brussels 

BRUSSELS yesterday turned 
Dp the heat on Austria and 
| Switzerland to settle their 
l road transit dispute with the 
I EC, by warning that failure to 
agree would jeopardise the far- 
wider negotiations for a com- 
mon economic zone with all 
seven European Free Trade 
I Association (Efta) countries. 

Speaking after high-level 
EC-Efta talks* Hr Horst Kren- 
zler. the EC’s director-general 
for external affairs, warned 
that unlaw Vienna and Berne 
showed flexibility they would 
ruin the chances of negotia- 
ting a treaty on the European 
Economic Area (EEA) by the 
target date of thus June. 

Austria and Switzerland lie 
across the middle of the Com- 
munity, and have in recent 
years taken action to limit the 
environmental damage from 
heavy tracks along relatively 
few Alpine valleys. 

The Commission has been 
trying to get Switzerland to 
make exceptions to its ban on 
trucks of over 28 tonnes 
weight, and to get Austria to 
reverse its plan to reduce tran- 
sit licences. The Commission 
“is leaning on us, but we are 
leaning back”, Mr Manfred 
Scheich, Efta’s chief negotia- 
tor, said yesterday. 

Mr Scheich welcomed yester- 
day’s agreement by the EC 
that each of the seven Efta 
countries - Liechtenstein Is 
turning its Efta association 
Into membership shortly - 
would have a judge on the 
joint panel with the Comma- | 
nity’s 13 judges to adjudicate 
on disputes within the 19-aa- . 
tion EEA. 1 

But he still complained that 
Brussels was demanding too | 
short a time for Efta countries 
to adjust to its single market 1 
rules, and allowing Efta states 
too little say in the committee 
management of these rules. 

Spanish in 
Venezuelan 
plant deal 

A SUBSIDIARY of Spain’s 
Repsol and the Venezuelan 
gover n ment’s petrochemical 
company, Peqniven, have 
agreed to build a $21m 
(£10.6m) plant in Venezuela 
for producing specialised 
waxes for industry, Joe Mann 
reports from Caracas. 

Repsol Derivados and 
Peqniven will each hold 48 per 
cent of equity in the new ven- , 
tore, while the remainder is to 1 
be sold on the Venezuelan , 
stock exchange. 

The new plant, to be near 
the Cardan oil refinery in ! 
western Venezuela, will be 1 
designed to produce 80,000 j 
metric tonnes of waxes a year, 
for the domestic market and I 
export Raw materials for the I 
plant will be supplied by the i 
oil refinery. The special waxes 
have uses In making package , 
tag, i wen infirm and anttoorro- 
sive compounds. 

Peqniven is In the middle of 
a $8bn expansion programme 
expected to triple its output 
capacity by 1996. 

Italy can limit 
import of Japanese 
motorcycles 

ITALY has received clearance 
from the European Commis- 
sion to limit Imposts of Japa- 
nese motorcycles with engine 
capacity of less than 380 cc 
until the mid of this year, the 
European Coxmmunity’s execu- 
tive body has said, Reuter 
reports from Brussels. 

Italy requested the clearance 
to stem Imports after It 
received more than 32,000 
demands for import licences 
for the motorcycles at a time 
when domestic demand is fell- 
ing and its own manufacturers 
are restructuring. 

Italy will be able to limit the 
number of licences it hands 
out to 18,000. They will be 
shared out proportionately 
among the companies which 
have requested them. 

Australia told 
to focus export 
effort on Asia 

ADSTKAD8, an Australian 
government-supported concern 
promoting exports and invest- 
ment, plans to focus its efforts 
on Asia, its chairman said, 
AP-DJ reports from Sydney. 

A review by McKinsey & Co 
consultants recommends it 
concentrate on markets with 
most potential for Australian 
goods and services which Aus- 
tralian companies find hard to 
penetrate. 

Hie countries that best fit 
these criteria, the report says, 
include Japan, South Korea, 
Taiwan, Thailand, Indonesia, 
Tmi la and Pakistan. Exporters 
did not need as much help in 
western Europe or North 
America, while other areas 
bad limited potential. 


Iron lady entices ships into Peru’s ports 

Sally Bowen reports that docks trade has revived with the end of a monopoly 

D ENNY Ghersi has Trade modernisation was trucking merchandi 

become known as the always high on President 

Iron lady of Peru's Alberto Fujimori’s priority list. <n_ j 


D ENNY Ghersi has 
become known as the 
iron lady of Peru's 
ports, the pioneer in breaking 
a 55- year-old union monopoly 
on stevedoring. The results are 
already starting to show In 
lower costs for Peruvian 
exporters and could lead to 
Peru recapturing a substantial 
share of Bolivian trade that 
has increasingly gone to Chile. 

Peru’s ports have been noto- 
riously expensive for years .By 
late last year escalating costs 
had brought sea trade to a vir- 
tual standstill- For three con- 
secutive days last November 
not a single ship entered 
Luna’s port of Callao, where 
old-timers recall halcyon days 
when ships lay out in the bay 
queueing for one of the 70 
berths. 

Callao moved 2,730,000 
tonnes of goods in 1990, com- 
pared with 44310,000 tonnes the 
previous year and 7,377,000 in 
2997. Other Permian ports reg- 
ister similar or worse declines. 

In the northern port of Chim- 
bote, union-negotiated benefits 
had caused costs to escalate to 
the point where it was almost 
as expensive to load a ton of 
fishmeal as to produce it - 
almost $50, and eight or ten 
times what Chilean competi- 
tors charged. 


Trade modernisation was 
always high on President 
Alberto Fujimori's priority list. 
But three supreme decrees 
issued last October took the 
shipping industry by surprise. 
They opened the way for ship- 
ping agents to contract steve- 
dores privately and permitted 
dockworkers to set up their 
own private companies or co- 
operatives. 

At the losing end of the mea- 
sures is the Maritime Workers' 
Controlling Commission, 
founded in 1935 essentially as 
an inspectorate. It groups half 
a dozen stevedoring unions 
and controls dock labour. Its 
monopolistic position has 
allowed it to proliferate; it won 
wide-ranging benefits and 
guaranteed pay for stevedores 
even when there were no 
ships. Agents paid around $40 
per shift to the commission 
while workers actually pock- 
eted $5. The remainder was 
administered by the commis- 
sion in ‘'social benefits.” 

Denny Ghersi, In the ship- 
ping business since she was 16, 
had skirmished for years with 
the commission “opposing the 
excesses, abuses and absurd 
union regulation In quixotic 
fashion but always on the 
losing end. “When the supreme 
decrees were promulgated. I 


Three supreme decrees 
issued last October by 
President Alfcgrto 
Fujimori (right) took 
the shipping industry 
by surprise. They 
opened the way for 
shipping agents to 
contract stevedores 
privately and ffermitted 
dockworkers to set up 
their own companies 

_ . ., •>-■* 

saw the doors of heaven open 
and 1 walked right in," she 
says. 

She Sled her application for 
permission to use private 
labour the day the decrees 
were announced and in late 
November she put the' new law 
to the test Under .police and 
naval protection, she escorted 
28 privately-contracted work- 
ers into the Callao docks to 
unload a cement cargo. Ugly 
clashes ensued with demon- 
strating unionised dockwork- 
ers - but unlike events- in Chile 
when a similar monopoly-bust- 
ing law was enforced, physical 
violence was short-lired. Steve- 



dores quickly realised that 
they could earn substantially 
more under private contracting 
and many are signing up 
directly with shipping agents. 

Union resistance to the mea- 
sures has varied port by port. 
Some, like Paita in the north 
and Matareni in the south are 
operating almost completely 
under the new system. Matar- 
ani is a government priority 
and the sharply lower costs 
make it a serious competitor 
for Arica. Already Matarani 
has enticed back to Peru num- 
bers of ships which for several 
years had increasingly used 
the northern Chilean ports, 


trucking merchandise to Lima. 

Eduardo Toledo, the trans- 
port minis ter who spearheaded 
port liberalisation, says Peru 
can realistically expect to 

increase its share of Bolivia's 
port trade from 5 to 50 per 
cent. Bolivians would rather 
trade via Peru for historical 
and cultural reasons, be 
believes. And the priority 
recently accorded by Andean 
Pact ministers to the Mataran- 
i-La Paz stretch of the proj- 
ected railway linking the Peru- 
vian port to Brazil's Santos 
will help switch trade fast. 

The battle for liberalisation 
is not yet won, however. Some 
larger shipping agencies have 
clung to the antiquated and 
inefficient union system - they 
charge clients a percentage of 
costs, so have little interest in 
seeing these substantially 
reduced. Even with more effi- 
cient stevedoring, there 
remains much to do in modern- 
ising port infrastructure. And 
unions continue to contest the 
legality of the supreme decrees 
through the Peruvian courts, 
their militant leader Luis 
Negreiros predicting eventual 
defeat for the measures. 

But sea traffic is already 
picking up and Denny Ghersi 
has no intention of turning 
back. 


Canadian Airlines defies doldrums with new terminal 


THE dismal condition of the 
International airline industry 
will be evident in this morn- 
ing’s low-key ceremony to 
mark the opening of the long- 
awaited third terminal at 
Toronto's Lester Pearson air- 
port, Bernard Simon reports. 

The terminal’s developers 
had planned to hold a party for 
3,500, to celebrate a new home 
for C anadian Airlines Interna- 
tional and a new gateway to 
Canada for British Airways, 


American Airlines, Lufthansa 
and several other European 
carriers. The party was can- 
celled after the Gulf war broke 
out. Estimates of traffic flows 
through the C$520m (£226m) 
terminal have recently been 
cut by 12 per cent to 8m pas- 
sengers a year, slightly more 
than half its capacity. 

But Canadian Airlines is pin- 
ning high hopes on its new 
home. Airline experts have 
recently questioned Canada's 


ability to support two major 
international air ' darners. 
Canadian wants the .^terminal 
to help give it an edge over its 
rival, Air Canada. About half 
the two airlines' passengers 
pass through Toronto. Cana- 
dian believes curiosity with the 
new ter min al will ehcourage 

many to book seals on its 
flights in the next few months. 

Canadian has until npw been 
at a disadvantage, occupying 
part of an increasingly con- 


gested building, while Air Can- 
ada had its more spacious ter- 
minal almost to itself. But 
Canadian pledges the new ter- 
minal will end “the indignities 
and incivilities of business 
travel”. The new building has 
already prompted Air Canada 
to rush into a C$l35m renova- 
tion of its own terminal. It is 
bound to increase pressure on 
the federal government to go 
ahead with plans to turn Pear- 
son's other two terminals over 


to private-sector developers. 

A consortium led by BAA of 
the UK Is among three groups 
bidding for the contract to 
modernise the two older termi- 
nals. BAA hopes to use 
Toronto as a springboard for 
other North American con- 
tracts. Among its rivals for the 
Toronto project is a group 
including the California-based 
Lockheed Air Terminal, and 
Huang & Danczkay, the local 
developer. 
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Ford, Bosch, Sony and British Airways argjust a few of the companies 
who have chosen Wales for expansion or relocation. 

And here's why. f 

Labour availability in Wales is quite simply: excellent, with few problems 

•Ay 

recruiting and retaining high quality, weff^jtialified managerial, technical 
and professional staff. Not only this, huf the principality also offers 
reassuringly high levels of workforce loyalty and productivity. 

Add to this the number of major new construction projects that have 
been undertaken in recent years, plus tie extensive communications 
Ikiks, and the case for Wales looks very strong indeed. 

Nobody is better placed to assist you ^coordinating your relocation 
requirements than the Welsh Development Agency. We can help you 

•;‘V 

with everything from arranging funding to the actual sourcing of 
superbly situated Welsh premises. ' 

Don’t be an island. Don't be cut off frorr^our customers or workforce. 
Tq find out how the WDA could %%sist you, call: Paul Lewis, 
UK Manager. Welsh Development Agency, Pearl House. 

.«it> 

Greyfriars Road, Cardiff CF1 3XX on Cardiff (0222) 222666, or write 
to him today. „.v 


Please contact me with more details about opportunities m Wales, 


COMPANY: 

ADDRESS: 


POSTCODE: r ML 

Welsh Development Agency, Pearl Housk Greyfriars Road, Cardiff CF1 3XX 

PT21J.91 
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UK NEWS 


uk expects Leaked papers signal closure of naval base 

to place 
order for 50 
helicopters 


By Ralph Atkins 


By David White 

THE Ministry of Defence 
expects to place its first pro- 
duction order for the UK-Ital- 
ian EH10Z helicopter by 
December after a two-year slip- 
page in the protect, the House 
of Commons defence commit- 
tee heard yesterday. 

The order for the first 50 
EH10I Merlins for the Royal 
Navy has been anxiously 
awaited by Westland, the UK 
partner, which has been 
starved of new helicopter 
orders. 

Bids by two rival consortia 
to take over overall responsi- 
bility for the anti-submarine 
helicopter and its systems are 
due next week with a decision 
expected in July. A British 
Aerospace (GEO team is com- 
peting with one comprising 
IBM of the US and Westland. 

The MoD, said the bidders 
had been asked to provide 
“costed options" for ways of 
“shaving down" the helicop- 
ter’s performance to ensure it 
was affordable. Development 
and initial production costs are 
estimated at £Zbn. 

Officials told the committee 
the size of a second tranche of 
Navy orders, originally fore- 
seen as involving 24 helicop- 
ters, was under review. 

The committee was told that 
orders for another £2bn pro- 
gramme, for anti-tank helicop- 
ters, would be placed directly 
with foreign manufacturers, 
although other UK companies 
might participate. - 
The choice will be between 
the Franco-German Tiger, now 
under development, and a ver- 
sion of the US AH-64 Apache, 
currently in use in the Gulf. 

A new UK performance tar- 
get for the combat helicopter 
was expected to be ready 
around the middle of the year, 
the officials said. The helicop- 
ter choice would have a strong 
bearing on the future of the 
long-range Trigat anti-armour 
weapon programme, in which 
the UK is a partner with 
France and Germany. 

The Franco-German helicop- 
ter would carry Trigat. But the 
MoD was looking at two 
options for the Apache, either 
adapting it to the European 
weapon system, or fielding it 
with US-designed Hellfire mis- 
siles. 


LEAKED documents which set 
a possible timetable for dosing 
the Rosyth naval base in Scot- 
land with the loss of up to 2^00 
civilian jobs provoked a politi- 
cal raw yesterday as the gov- 
ernment Insisted a final deci- 
sion had yet to be taken. 

Labour accused Scottish 
ministers of neglecting the 
region’s interests and of being 
left out of decision making. Mr 
Gordon Brown, opposition 
spokesman cm trade and indus- 
try, also claimed the docu- 
ments showed the transfer of 
facilities to other bases would 
increase costs and duplicate 
resources. 

Government ministers, 

clearly embarrased by the leak. 


admited closBfre was bong con- 
sidered. But they insisted, all 
the implications would be 
reviewed and that the Scottish 
Office and Ministry of Defence 
were in close contact 

Mr Brown Published three 
sets of leaked documents - the 
terms of reference of a group 
set up to advise ministers on 
possible closure, a timetable 
drawn up for announcing the 
decision and a letter from a 
naval commander. 

The timetable sets February 
25 as the deadline for complet- 
ing the report by the "Rosyth 
options study group." On 
March 19, the Navy board 
would receive the report for a 
decision. The decision would 


be approved by ministers on 
March 28. 

Mr Brown said the timetable 
showed the Scottish Office 
would be informed only two or 
three days before the decision 
was annrHiTK-pd - unless a par- 
liamentary statement was to 
be made in which case the 
Scottish Office would have 
only 24 hours. 

'Hie letter from Commander 
Michael Livesay says that 
many of those employed at the 
base would find it “very hard" 
to move to the south of 
England if were trans- 

feral 

“If we dose Rosyth we are in 
danger of losing a large num- 
ber of good people 1 am 


very concerned at the possible 
run-out of experienced. men. 
who Include officers and senior 
and junior ratings." the letter 
says. 

Mr Brown said the Scottish 
Office should “put their 
weight” behind the campaign 
to save the base. He and local 
councillors met Mr Allan Stew- 
art, Scottish Office minister, 
yesterday to urge him to lobby 
for keeping the base open. 

But after the meeting; Mr 
Stewart said: “No decisions 
have been taken” that- Mr 
Ian Lang, Scottish secretary, 
ayhI Mr Tom Rfag , sec- 

retary, were “in close touch 
over this* 

The nrmigtw gair? the gov- 


ernment “fhUy recognise the 
JmpHcatkms which closure of 
Rosyth would have for employ- 
ment in the area. Those impli- 
cations would he My consid- 
ered and examined, before any 
such decision could be taken.” 
On BBC Radio, Mr Archie 
Hamilton, defence minister, 
said it was not yet dear that 
Rosyffi was going to close “but 
we are certainly looking at 
that possibility.*’ 

Asked whether there was to 
be a meeting of the Navy 
Board on March 19 to a ppr ove 
closures, he said: “These are 
all documents and 

it is very unfortunate things 
have, to.be discussed in the 
open.” 


Chieftain’s follower awaits the end of war 

Vickers, General Dynamics, Giat, and Krauss Maffie must wait a bit longer to 
discover the UK government’s choice for the next army tank, reports Paul Abrahams 


T HE BRITISH Govern- 
ment's decision earlier 
this week to postpone 
replacement of the army’s age- 
ing Chieftain battletank until 
after the Gulf conflict pro- 
voked little surprise in the City 
of London. 

“It's inconceivable that the 
government would come to a 
conclusion about what tank it 
wants for the next 30 years, 
only days before what is likely 
to be the largest tank battle in 
50 years.” said Mr Sash Tusa, 
defence analyst at Robert 
Fleming Securities. 

“It would be highly foolish to 
take a decision without the 
benefit of seeing the armour in 
action.” 

The announcement was a 
blow for Vickers, the British 
group which is the leading 
competitor for the Chieftain 
replacement. It called the deci- 
sion “frustrating.” 

The company’s Challenger 2 
tank is competing for an order 
of between 300 and 400 vehicles 
against the MIA2 Abrams man - 
ufactured by the American 
group General Dynamics, the 
Leclerc produced by Giat of 
France and the Leopard 2 built 
by Krauss Maffei the German 
company. 

However. Vickers’ chances of 
picking up the contract, when 
it is finally announced, are 
greater than they were 12 
months ago, according to ana- 
lysts. 



Challenger 2: VIcker’s hopes it can secure the order against foreign competition. 


The political arguments for 
buying from Vickers could be 
considerable. A report pub- 
lished yesterday by the Univer- 
sity of York on the economic 
consequences of the govern- 
ment's Hprisinn claimed that if 
Vickers .won a contract for 300 

tanka- 

• About 108 jobs would be cre- 
ated and 2,400 jobs maintained, 
more than half of which would 
be in the north-east of 
En gland , an area of high unem- 
ployment. Further jobs could 
be created by exports. 

• British industry would earn 
£250m each year for five years. 

• Britain would add £16m to 
its balance of payments deficit 
each year, but this could be 


greatly offset by export orders 
for the tank. 

• The UK would maintain a 
lead in specialised industrial 
capabilities, particularly in 
power systems, heavy armour 
plate and integrated fire con- 
trol systems. 

In addition, the opposition 
from the army which has, in 
the past, been less than enthu- 
siastic about Challenger 1, 
appears to be in the process of 
being alleviated by the perfor- 
mance of Challenger 1 in the 
Gulf which has been better 
than expected. 

The tank’s reliability, which 
was always a problem in West 
Germany, has improved mark- 
edly. There have been riahw.c 


that cutbacks of spares during 
the 1980s adversely affected the 
vehicle's reliability. It is now 
consistently achieving avail- 
ability rates of more than 90 
per cent in Saudi Arabia, 
according to the company. 

The aH^H-innai practice per- 
mitted in the desert has also 
improved the accuracy of the 
tank’ s fize pow e r -an area that 
had previously created some 
controversy . Challenger 2 has 
the rhaqdo as Challenger 
1, but a completely new turret 
and high-pressure gun to 
counter new types of armour. 

Moreover, the contract Is not 
as vital to Vickers as it would 
have once been. Vickers has 
diversified its automobile, med- 


ical engineering and marine 
wi pwAring divisions fa recent 
years, so that armoured 
vehicle construction re pre se n ts 
only about 10 per cent of the 
gram's profits. 

“The downside of ton tank 
business was never that great 
for Vickers,” explained Mr 
Simon Roberts, engineering 
analyst at Schroders Securi- 
ties, the London stockbrokers. 
“But the upside was consider- 
able.” 

The main danger for Vickers 
of the delay is that it may dam- 
age its ability to win export 
orders. 

The company claims it is 
already up for a substan- 
tial Challenger 2 order once 
the British government makgs 
an order. Such orders, with 
high margins , winM become 
extremely lucrative, according 
to Mr Roberts. 

In the meantime, followers of 
the company will be awalliiig a 
statement on Monday from Sir 
David Plaistow. the company 

nhairmfln t when the interim 

results are announced. Indeed, 
analysts may well be more 
inter agf u d in hOW galas of fta 
company’s Rolls-Royce car 
division is doing in the US 
rather than how its tanks are 
performing in the Saudi desert, 
last year, it represented 45 per 
cent of operating profits. Skies 
in the UK are down 65 per cent 
and are understood to have 
p lumm e te d in the AmpriBn 


Government may be 
forced to maintain 
some export cover 


• -A"* 
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By Ralph Atkins 

A REVOLT by Conservative 
MPs yesterday appeared Hkely 
to force the government to 
offer insurance on exports to 
politically uncertain counties 
for three years after the priva- 
tisation of the Export Credits 
Guarantiee Department. 

Amid backbench unease 
about adequate provision . of 
state help for exporters, the 
government was defeated by 
eight votes to six during the 

committee stage of the bill pay- 

Vnp fte way for privatisation of 
the EC Si's short-term credit 

Mr Keith Hampson, the Con- 
servative MP for Leeds North 
West, who proposed the 
change was joined by Labour 
nnri Liberal Democrat MPs. 
One Tory MP deliberately 
abstaine d and at least one 
other was absent 

Although Mr Tim Sainsbury, 
trade avid industry mini ster, 
«w>ir to overturn the vote 
in later stages of the bill’s pas- 
sage through ■ the House of 
Commons, the indications last 
night .were that be would seek 


only modifications io t&v 
a mendm ent made.- . - ■ ■ . w . , 
Ms Joyce Quixythe Laamr - 
opposition party’s spokesman* 
on the committee , said t ja g at- 
eminent would be nnWtterto* 
try to reverse the SM q 
said the change was 
mum" the government ahouki ?. 

do. • ' 

The amendme nt obliges the-; 
government, viathep^tcrf foe 
ECGD which will remain in toe , j 
public sector, to provide 
ance or re insurance agtonst .■ 
“political risk” for a minimum 
of three years after pnvausa*- 

t jnw is completed. _ 

It would covet exjwrfcrto ; 
countries such as the Sewn®- 
Onion, South Africa or . Bpag , 
Kong. _v .■ 

Previously the gov eminent-’ . 
ban spirf only that it would' 
keep the system under contiEU* - . 
ous review. _ • - 

But this had provoked Jaara 

among industrialists aim some 

Conservative MPs that Trea^:--; 
sury pressure w ould era -tag - - 
support given to exporters* _ - -vL , 


-.-'si*; 
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EC freedom sought 
for financial advisers 

By Ivor Owen, Parliamentary Correspondent 


BRITAIN would seek to ensure 
that new European Commu- 
nity regulations did not 
“squeeze out” independent 
financial advisers, Mr John 
Redwood, the corpo r ate a ffair s 
minister, told the House of 
Commons yesterday. 

He said negotiations were 
continuing over the level at 
which exemptions should 
apply under the Investment 
Services D ire c tiv e and the Cap- 
ital Adequacy Directive. 

Britain hoped to see more 
exemptions than was currently 
envisaged, although securing 
agreement might be difficult, 
and the final outcome would be 
derided by qualified majority 
voting. 

Referring to the “passport” 
in the directive, the minis ter 
said the government would 
Kkp. to see independent finan- 
cial advisers tatting advantage 
of it across the board if the 


r apitai requirements were sen-. v _- 
sible. ~~ .' : 

He confirmed that the gov- _ 
eminent had recently put for-;. 
ward a paper on equity post-; . v 
h final risks and interest rate- -_ 
risks. 

Mr Redwood stated, “We are '" 
negotiating on these proposals / 
together and consulting widely - ‘ 

with the industry concerned;;.; ^ ' 
a nd we wish to see the prints*. . -./£? 
pal established that capital.."; 
should be related to the risks . ; - 
beingrun." ; ; : . : 

He called on Ms Mar] one v -;. 
Mowlam, Labour spokeswoman '.v-v 
on city affairs, to withdraw her 
recent accusation that Fimbra 
( Financial interm ediaiies.man- . . 
ageis and brokers regulatory 
association) was in danger of 
bankruptcy. He said Fimbra 
had cash in the bank and a , 
budget planned for 1181-92- 
which meant that its costs 
should not exceed its revenue. 
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W0RLD 
ECONOMIC 
FORUM 

ANNUAL MEETING DAVOS 1991 


WORLD ECONOMIC FORUM 

DAVCjfS 

ON THE RECORD 


Bring 800 International Chief Executives to a 
secluded winter resort, Davos, in Switzerland. 
Add over 100 top leaders in governments from 
more than 65 countries. Include the world's most 
provocative thinkers in economics, politics and 
business. The result: the annual meeting of the 
World Economic Forum. 

Financial Times Television has produced an 
exclusive one-hour television record of thp 
highlights of this summit of summits with its 
theme 'The New Direction For Global 
Leadership.’ 

To order a VHS copy of this record. Send a 
cheque for $99 made payable to the Financial 
Times and your name and address to Nora 
Campbell, Financial Times Television, Number 
One Southwark Bridge, London SE1 9HL. 


TRADE FAIRS, EXHIBITIONS & CONFERENCES 


CONFERENCES 


FEBRUARY 26 & 27 
Cable TkfcvWoa and Satellite 
Broadcasting Hotel 
ImgConnpqial. London Enquiries: 
Financial Times Conference 
Orga nis a tio n Tel: 071-925 2323, 
Fax:071-925 2125 

LONDON 


FEBRUARY28 - MARCH 1 

THE VIDEO SHOW 
Britain's biggest home video 
equipment spectacular with every 
major tunoc 919 bib booming jDcfristfy 
taking port. Frara new pocket 
camcorders to big satea TV. see the 
latest in entertainment technology. 
Business Design Centre. Islington. 
Contact WV Publications: 

071-485 0011 

LONDON 


MARCH 12 & 13 

The Food A Drink Ind retry In 
Europe 

E*u| ii U ifA* pjiBBCUl Ibqcj 
Conferenc e Organisation 
Tel: 071-925 2323 
Fax: OH 925 2125 

LONDON 


MARCH 14 
CHANGING HUNGARIAN 
ENTERPRISE; 

Getting tire People and Org anisatio n 
Right. The BAFTA Centre. PkcacHUy. 
Sponsored by Hay Management 
Cnosnltanu Speakers include Gerald 
Kaufman MP, Oppo. Spokesman for 
Foreign A Commonwealth Affairs. 
rwit M l Lynne Gardner: 

TO 071 7300833. Fax: 071 873 9083 
LONDON 


MARCH 19-21 
THE LONDON 
INTERNATIONAL DIRECT 
MARKETING FAIR. 

Europe's leading direct marketing 
show. Wfcmblcy Co nfe ren ce and 
Exhibition Centre, London. For 
farther info on the seminars and 
exhibition, please call Caroline 
Bhmdefl, IBIS Infor mati o n Services 
on 0727 25209 

LONDON 


MARCH 4 

The London Motor Conference 
Hotel Ti iT* L <~Vmfiryntnl [ Intyfain 
Enquiries: Financial Times 
Conference Organisation 
TO: 071-925 2323 
Fax: 071 -925 2125 

LONDON 


MARCH 7-8 
URUGUAY ROUND 
NEGOTIATIONS: WHAT NEXT? 
Convened by the Royal Institme of 
International Affaire, Chaabam 
House. 10 St- James's Square. 
London SW1Y4LE. Enquiries RHA 
Conferences: TO: 071 930 2233, 
Fax 071 839 3593 

LONDON 


MARCH 7-8 

Qobal Warming: The Debate. 

The essential briefing on global 
w armin g far decMon-wafaere and 
advisers. A ferom winch gives yon 
die opportunity to contribute to the 
e n v ironm ental agenda in the 90‘s 
Contact: Elaine Hendry. 

TO: 071 236 4080 

LONDON 


MARCH 11 

Survive! Computer Fraud 
Conference. Ounhr.riand Hot el . One 
day conference from Survive! The 
Disaster Recovery Group, covering 
the growth of hand, the bey threats, 
insurance, prevention, investigation 
md whig remedies there are if frand is 

Contact Brendan Kelly. 

Tel: 081-871 2546 Fee 081-871 3866 
LONDON 


MARCH 18 

MANAGING THROUGHOUT 
THE AVIATION ECONOMIC 
CYCLE Avrnark International 
Conference. The Brewery, Oty of 
London. Speakers: Rod Meddle, 
British Airways; Analysts from Hoare 
Gnvetr and Paine W eh h er ; RwmnmitK 
hum AEA & AEA; David Osborne. 
Spectrum Capital and other industry 
experts. Contact: Emma McGrow. 

Tel: 071 821 6788. Fax: 07 1 8344372 
LONDON 

MARCH 18 
CHANGING JOBS IN A 
RECESSION 

Institute of Directors, London. Expert 
speakers one Shortcuts to the Shortlist, 
The Executive CV, Mastering rbe 
Interview, Undemanding Recruiters, 
Headhunting and Hardtimes, Effective 
Networking. Whax the Employer 
Wans. Comacc Chris Kobui. Century 
Comma rotations. 071-244 8884. 

LONDON 


MARCH 18 & 19 
WORLD PHARMACEUTICALS 
Hotel feturf W i n witii i, London 
Engra in: fi na ncial Hates 
Conference Organisation 
TO: 071-925 2323, 
ftx: 071 9252125 

LONDON 


MARCH 20 
FISCAL STRATEGIES FOR 
JAPA NESE COMPANIES IN 
THE UK. 

A one-day se mina r to discuss tax 
strategies for Japanese companies 
operating in the UK. Cavendish 
Hold. London. Enquiries: Anne 
McQcan. M a n a g e m e n t Fbnrm Lid., 
Tel: 0483 570099 

LONDON 


MARCH 22 

Economic and Monetary Union: 
Imputations For Regional Britain. 
Civic Centre, Newcastle Upon Tyne. 
Speakers from Assoc, for Monetary 
Union of Europe. EC Cronnnssioa. 
NIESR. Henley Centre, CBL £125 
+ VAT. Conract : Signpost Europe 
091-232 5545, Fax: 091-261 5509 
NEWCASTLE-UPON-TYNE 


APRIL 8 - MAY 28 

FT-Oty Course 
Museum of London 
Enquiries Financ ia l Times 
Conference Org anisa tion TO: 071- 
925 2323 Fax:071-9252125 

LONDON 

APRIL 21-23 

ELECTRONIC RETAIL 
INDUSTRY Annual Conference, 
Imperial Hotel, Torquay. Hosted by 
RETRA (Radio Electrical and 
Television Retailers' Assoc.) Speakers | 
on: Impro vin g Profit; CD! & HDTV 
Ttedrnology; European C o mpetition; 
Rental's Future; Japanese White Goods.] 
C o nt ac t: Ms Greening 0234269110 

TORQUAY I 


FEBRUARY 27 
Opportunities and Challenges for 
Europe's Top Financial 
Ew. i Hi re s . Finance doectors and 
economists from IS leading Euro 
co mp a n i e s speaking on major 
change and its impact on corp. 
financial strategy. E. Europe, foe ' 
cost capitaL A Conference Board 
Europe meeting a the Generate 
Bank. TO: (32) 2/640 6240 Fhx: 
(32)2/640 6735 

BRUSSELS 


MARCH 22 

THE ITALIAN FINANCIAL 

SERVICES SECTOR 
CFS Conference Centre, London 
Wl. Oontacc Anne Gam st o n. 
TO: 0536 204224, Rue 0536 
204218 

LONDON 


MARCH 5-7 

SEMICON EUROPA 
Europe's leading aamal 
international trade show for 

eqtripmera and mutw iah suppliers 
1° the semiconductor industry. 
Conract SEMI in London: Ann 
COchiane. TO 071-240 4905, fee 
071 497 8728; in Brussels : Pul 
Davis, TO; 32(2)7362058. Faxt 
32(2)734 06 22 

ZURICH 


MARCH 27 

TOTAL QUALITY: HAS THE ' 
CLIMATE CHANGED? 
CBI /PBV EUN A PARTNERS 
CONFERENCE. 

Contact : Bernadette Dunning, ra j 
Conferences, Tet 071 379 7400. 
Fax: 071 497 3646 

LONDON 


MARCH 18 & 19 

3rd International Life Insurance 
Conference. 

"Making Ailfinanz Work". Royal 
Garden Hotel, London W8. Contact ; 
Anna Feaann. Laffeny Conferences, 
DnbBrr. Tel: 353-1-768020: 

Fat 353-1-768039 

LONDON 


MARCH 27 

Marketing far the Year 2QM; 

Europe's Demographic Challenge. 
This conference trill focus an 
m a rtaing strategies, amautes and 
coramunicaiioo to target women, the 
afferent 5<MSSs and driUm. 
Coreace The Economist Conference 
Unit, Customer Sendee. Tel: 071 
9766565. Fax: 071 931 0228 

LONDON 


APRIL 7-19 
COMP ETING GLOBALLY - A 
VIEW FROM JAPAN 
An intensive 2 week review, in . 

Japan, of Japanese business strategy - 
and the state-of-the-art in global 
ft M t j i ri iiion. far senior managers. 
Number of places fronted. Organised 
by London Bnsiness School. Codwx 

Sne Phrit 071 262 5050. Fax:071-724 
7875 

JAPAN 


iCU 

287 2774. Fix: 813 286 7377 or 
2810827 

COPENHAGEN 
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Enough is enough. It’s time all the confusion about who owns us was cleared up once and for all. There are rwo^mpanies called Del Monte. 

' r Produce BV currently owned by Polly Peck International. The other is us. Del Monte Foods International Ltd., (as3i the man from Del Monte). Were the ones who bring you 

One is PPI Del Monte i-resn rro , / = . 

fruit juices , and canned fruits. And we're a totally separate company, owned by management, employees and a group of investors led by members of the Charterhouse group. 


an those delicious 


In other words, there is no connection between us and Polly Peck. 






[Del monte] 

' Del Mftmc Foods International Ltd.. Del Monte House. London Road, Swines. Middlesex. TW1 8 4JD, England. 
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UK NEWS 


Sparks 

Juliet Sychrava < 

E LECTRICITY' prices are 
about to go up by more 
than 10 per cent and the 
sparks are already flying 
between the government, the 
regulator and the electricity 
industry. 

Over the next few weeks, as 
regional electricity companies 
finalise increases for the next 
year, the controversy over 
prices, which has been simmer- 
ing since the industry was 
restructured early last year, 
will come to the boiL 
Estimates of the price rises 
to come on April l outstrip 
government forecasts made 
last March. Then the govern- 
ment said that average 
increases to consumers using 
less than 1MW a year, which 
includes most businesses and 
all domestic users, would be 
around 9 per cent. 

It said prices for large indus- 
trial customers, of which there 
are between 4,000 and 5,000 in 
the UK, would become more 
competitive. 

Now the large industrial 
electricity users -those t akin g 
more than 1MW a year -could 
face increases of up to 25 per 
cent Customers taking under 
1MW may see prices rise by 10 
per cent or more. 

No one who read between 
the privatisation lines will be 
surprised. Prices to large 
industrial consumers have 
been pegged below inflation for 
some years, under government 
capping schemes. When the 


fly as electricity price rises are finalised 

on the background to the first increases since the supply companies were privatised 



Steam up over power charges: the simmering 1 controversy over the cost of electricity is coming to the boil 


present scheme lapses at the 
end of March, prices are bound 
to increase. 

The most vocal objectors to 
price increases are the large 
industrial consumers who 
negotiate their bills directly 
with their supplier. One said: 
“It seems extraordinary that 
the regulatory formula can 
allow these kind of increases at 
a time of recession." 

However, their protests have 
so far fallen on deaf ears. Prof 
Stephen Littlechild, the indus- 
try's regulator, has no brief to 
interfere in the price negotia- 
tions and the government has 
rejected pleas For a price 
freeze. 


Many of the separate charges 
which make up a large user's 
bill will irise in April: the 
charge fop using the national 
grid will xise by 16.5 per cent 
and the nuclear levy will rise 
from 10.630 11 per cent. 

Another (important compo- 
nent of the final bill is the 
pool, or spot price of electric- 
ity. 

This could rise from the L7p 
per kilowatt hoar it has aver- 
aged fbrdpost of the present 
financial .-ypar. 

So far,: the generators are 
known tq have sold some con- 
tracts for -the coming year at 
2.4p and possibly some just 
below. . - 


Many large users feel this is 
far too high relative to the 
present pool price. The differ- 
ential between the two should 
close over the next few years. 
Stockbroker Phillips & Drew 
believes that by 1993 pool 
prices and contract prices will 
converge. 

Meanwhile, all that the mili- 
tant large users can do is take 
out pool-linked contracts with 
regional electricity companies, 
although few have so far taken 
that risk. 

The regulations covering the 
prices to be charged to small 
users are more complex. The 12 
electricity companies must 
submit their new prices to the 


watchdog, the Office of Elec- 
tricity Regulation (Offer), early 
next month-28 days before the 
price rises come into effect on 
April L 

The mechanism built into 
the electricity companies’ 
licences at the time of privati- 
sation allows them to compen- 
sate In their price levels for 
any underestimation of their 
costs in the previous year. For 
example, if their inflation fore- 
cast was wrong they can, if 
they choose, recover that 
shortfall in the next year. 

Last year, charges were 
based on government forecasts 
for inflation to October 1990 of 
6.0 per cent. In fact, inflation 


was 109 per cent. Increases 
could be around 13 pcs* cent 
from some regional electricity 
companies which have the 
optical to increase their prices 
by up to -another 25 -per cent 
to ^compensate for relatively 
low growth. 

Prof littlechild can invoke a 
special price cap which states 

tiwri- unrVi ft wnnanr * mns t use 

its best endeavours" not to 
exceed cumulative inflation 
since 1989. 

. How be will interpret "best 
endeavours" is not yet appar- 
ent although the privatisation 
prospectus stated that where a 
company incurred unforeseen 
costs, this cap could be waived. 

The likely maximum 
increase under this price cap 
would be around LL3 per emit, 
assuming 6 per cent inflation 
for the year to October, Offer 
says. 

Any row over price increases 
may Mow over by the end of 
April but underlying it is a 
problem that will take longer 
to resolve. 

The two generators. National 
Power and PowexGen, still 
have considerable control over 
the price of electricity. 

Last March the government 
said: “There will be no price 
regulation of generation in 
future, since the introduction 
of competition in generation 
will pm a d o wnw a r d press ur e 
on these costs." 

How, when and whether this 
will happen is not yet dear. 


ONE OF THE MOST 
IMPORTANT FEATURES 
OF A MODERN PRINTER... 
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britainTn brief ~~ 

BAA accused 
on prices... 

Regional airlines attacked the 

Airports Authority, wsnjtog 
titer were umtezmMngti* 
OK aerospace 





UK will bar 

challenges to 
merger policy 

Legal challenges to the 
govern ment's policy on 
mergers by foreign 
state-owned com panie s would 
fan, a senior department of 
ti de an industry official has 
toll a Commons committee. 

Mr Robin Mountfield, a 
deputy secretary at the pH . 
told the trade and Industry 
committee that Mr Peter 
Lffley, the trade and industry 
secretary, took legal advice 
before Ids decision last July 
to a tougher stand on 
foreign state-owned companies 
buying British concerns. 


BAA, which o perat es 
Heathrow and. GatwicK, 
London’s two mala. . 

international airpoite, 

- i ..mifnd “norfllfitenl 


continuously 
charging policies against 
regional carriers at those 
airports, the European 
Regional Airlines Association 
told the Monopolies and 
Mergers Co miniBSio n, the 
monopolies watchdog. 

...as London’s 
air traffic falls 

The number of passengers 
pefrig Heathrow and Gatwick 
airports in the fourth week^ 
of the Gulf war was down 26% 
compared with ins- same week 
last year. _ 

Airports operatorBAA said 
Heathrow numbers fell 28% 
and Gatwick 20%. But rt added 
the figures were abtrot the 

fflmn as they had been in the 
weeks since hostilities started- 
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Easy to use 
Front Panel 


4 PPM OKI 
Print Engine 


Recycling 

Toner 

System 


0.5 - 2.5 MBytes 
of Memory 


OKI 'State of the Art' 
LED Arrcjy Technology 


25 Resident 
Fonts 


^ If you strive for the highest in business 
efficiency, your choice of computer printer is vitally 
important. Regardless of specification, the name 
on the front is only as good as the service behind rt. 

OKI are one of the world's leading printer 
specialists. Our considerable resources and expertise 
are backed by a reputation for innovation, quality 
and reliability going back for over a century. 

Look for the name. 

OKI -at the forefront of technology through 
the service behind it. 

computer printers - OKI is the word 




OKI Systems (UK) Ltd 

550 Dundee Road, Slough Trading Estate, Slough, 
Berkshire SL1 4LE 

Tel: (0753) 31292 Fax:(0753)21099 

K Ring 0800 525 585 for your free ^ 
w printer guide and information pack ” 
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ICI to shed 
250 jobs 

Imperial Chemical Industries 
is to shed 250 jobs at the 
Grangemouth ICI plant hi 
central Scotland, as part of 
the rationalisation of its 
textile dye production. 

Some older plant technology 
at the Grangemouth site, 
which employs 1,450 workers, 
is to be scrapped. 

ICI said demand for 
traditional anthraquinone 
dyes had fallen as they were 
replaced by more cost effective 
products requiring fewer 
production sites. 

£ 450 m flood 
protection plan 

Nearly £450m needs to be spent 
on flood protection in eastern 
E n gl a n d within 10 years, the 
National Rivers Authority 
says. 

Regional flood defence 
committee chairman John 
Martin said most of the money 
(2339.7m) would be aimed at 
sea and tidal defences, with 
the remainder (21073m) spent 
on river flood defences and 
flood warning systems. 

Tarmac gets 
Tunnel contract 




has been awarded part of a 

£70m contract to instal 
railway track in the Channel 
TunneL Tarmac will be paid 
£15m for its part in a 
three-nation consortium to 
fit more than 100 kilometres 
of track inside the two main 
tunnels. Leading the joint 
venture will be French 
construction company 
MontcocoL With Tarmac they 
will be joined by two other 
Frendi companies. Boric SAE 
and Travaox de Sud Quest, 
and, German-based Heitkam. 



Dame Shirley: resigns a i 
Westminster council head 


At the same time, Dame 
Shirley, leader of the council 
for the last eight years, 
announced she would not be 
seeking re-election when her 
term of office ends in ApriL 
She is to continue as a 
councillor and will put her 
name forward as Lord Mayor 
of Westminster next May. 

Dam e Shirley became a 
controversial figure by 
adopting Thatcherite policies 
at We stminster, where -more 
services were put out to tender 
than any other council • 

Money supply 

M0, the narrow monetary 
aggregate which is targrted 
by the government, increased 
at a h i gh e r than expected 
annual seasonally adjusted 
rate of 3.5 per cent In January 
compared with 2.7 per cent * 
to December, according to 


.... ( ;-«!'[ I r <§lj--)H ,-f! 


UK food deficit 

The UK imported £5.1bn more 
food and drink products than 
it sold abroad in 1990, so that 
the sector accounts for nearly 
a third of the country's £16 Jm 
current account deficit. Food 
from Britain, the export 
promotion body, ha^ said." 

The food and drink deficit 
grew 9 per emit last year, 
surp assing motor vehicles as 
the largest contributor. ‘ 
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MR AND MRS BRIDGE 
James Ivory 


PACIFIC HEIGHTS 
John Schlesinger 




THE RUSSIA HOUSE 
Fred Scbepisi 

7 TILAI " 

Idrissa Ooedraogo 


MEET THE APPLEGATES 
Michael Lehman 

TT T'e all know the case for the 

1/1/ Prosecution against James 

|r ^ Ivory's films. Wat ching A 

/ / Room With A View or 
Maurice or the new Mr And Mrs Bridge. 
the nlmgoer can die of an overdose of 
good taste. The victim’s doctor would 
shine a torch in his lifeless retina, see 
there the fixed reflection of early-cen- 
tury elegance and pronounce death by 
gentility. 

Yet there is also a case for the 
defence; Ivory at best can be a master 
at conjuring. secret life from potentially 
sedative images. Mr And Mrs Bridge, 
based on two companion novels about a 
, Kansas City couple by Evan S. Connell, 
..sprawls demurely across the 1930s and 
y, 40s. Paul Newman and Joanne Wood- 
ward are the duo steering their mar- 
riage through the storms of a changing 
America. Children rebel, elope or go off 
to war; friends die or take to drink; 
fashions and passions chang e 

Their own frail serenity becomes a 
centre around which life with a capital 
L rages. In one funny, suspenseful 
scene they dine on alone in a smart 
restaurant while a sky-blackening tor- 
nado tears at the windows, driving 
everyone else to the basement Phis pa 
change, says the film, phis Mr and Mrs 
Bridge stay imperturbably the same. 

That tornado, in different forms, 
rages at them throughout the film. Nei- 
ther spouse has any idea of how to deal 
with human passion. Newman, a 
domestic Woodrow Wilson in rimless 
glasses, barely bends from the perpen- 
«. dicular except to read his newspaper. 

• , (His opinion of the French on a trip to 
Paris is brief and damning: “Three-hour 
lunches and they hang around these 
cafes all night”). And Joanne Wood- 
ward’s superbly -dithery Mrs B, voice 
tinkling Uke a crystal goblet, aims her 
disordered emotions at anything that 
moves: notably suicidal best friend 
Blythe Banner, who has caught a bad 
case of existential torment. “What's it 
all for?” wails Miss Danner, demanding 
an answer to the universe when her 
listener can barely understand the 
question. 

Brilliantly scripted by longtime Ivory 
collaborator Ruth Prawer Jhabvala, the 
film gives us suburban serendipity shot 
through with cosmic despair. While a 
world war comes and goes, the Bridge 
boy grows up and lias girl problems and 
the Bridge girl. grows up and has boy 
problems. {To Dad’s horror, she - 
becomes engaged to a plumber’s soil) 
And when Mr Bridge’s own secretary 
declares her secret love tor him, his 
behavioural computer, programmed for 
placid propriety, sputters, stutters and 
, all but implodes. 

Exquisite in its command of place 


ABA 



and period, this is a movie about people 
with small horizons. What raises it 
from the trivial to the tragicomic is that 
those small horizons are willed. Mr 
Bridge has chosen the blinkered life. 
His wife, with some bleats of protest, 
has joined him. And together two good 
people who might also have been two 
spontaneous and warm-blooded people 
become part of that formidable Ameri- 
can beast, the silent majority. 

* 

Bom fifty years later, Mr and Mrs 
Bridge might have been two unkempt 
house-owning yuppies like Melanie Grif- 
fith and Matthew Modine in Pacific 
Heights . If so, how would they have 
dealt with rogue tenant Michael Kea- 
ton, who terrorises the couple from his 
studio flat in their San Francisco 
dream-home? Keaton, a wealthy psy- 
chotic, fails to pay rent, makes 
round-the-clock drilling and hammering 
noises, breeds cockroaches, bars his 
door against entry, and sometimes 
saunters out to offer flowers and get hit 
on the nose. In the world of American 
property rental, this film tells us, the 
law offers little protection to the land- 
lord. 

Written by Daniel Pyne from his own 
experiences (the mind boggles), the film 
is directed with initial panache by John 
Schlesinger. For an hour we sit 
enthralled as Modine and Griffith, their 
lives turned inside-out by Keaton, 
gnash their hair and tear their teeth. 
We shiver at hints of diabolism to Mr 
Keaton. And we love the sinister shots 
of the rearing hill outside the house, 
which Keaton's car emerges over like a 
beetle over a rock. 

Unfortunately the tale comes apart 
before the close, thanks to some over- 
cranked old-dark-house suspense and 
much girl detective nonsense involving 
Miss Griffith. But by this stage we are 
so happily spooked that we stay on the 
ghost train whatever unlikely stations 
it chooses to visit. 

Even at its worst, Pacific Heights has 
more brio than The Russia House. This 
is two hours of none-too-fizzy John Le 
Carte, decanted into an oversize tum- 
bler by director Fred Schepisi (Roxanne. 
Cry In The Dark). On a wide, wide 
screen we move around Moscow and 
Leningrad shadowing British spy and 
ex-publisher Barney Blair (Sean Con- 
nery), sent to prise a vital treatise on 
Soviet arms technology from Russian 
writer Yuri (Klaus Maria Brandauer). 
Meanwhile Yuri's beautiful courier 
(Michelle Pfeiffer) tolls in love with Bar- 
ney and he, heigh-ho, with her. 

Screenwriter Tom Stoppard deftly 
Interleaves Le Carte’s multiple story 
elements. Glimpses of electronic sur- 
veillance back in London - an 
Anglo-American spyznaster ring led by 
James Fox and Roy Scheider and 
graced by a stark-mad Ken Russell - 
are cut into Russian scenes of suspense 
or romance. As well as providing a Big 
Brother undertow, this is the spy tale’s 
witty answer to coitus interruptus. 
Thrills and heart-throbbing in the USSR 
must keep stopping to be monitored by 
HQ in the UK 

- -Unfortunately-the coitus here never 
lasts l on g enough to be interruptus. Mr 
Cannery, splendid early on as Blair, a 
whisky-weathered cynic tousled of 
mind and hair, is transformed too 
swiftly into the perfect spy, Miss Pfeif- 
fer is a pretty cipher with an accent; 
and the amorous sparks they strike 



Joanne Woodward and Paul Newman as ‘Mr and Mrs Bridge’, top; 
and Michelle Pfeiffer and Sean Connery in ‘The Russia House’ 


together would barely ignite a Guy 
Fawkes sparkler. Moving these under- 
wrought and over-programmed charac- 
ters through their travelogue city- 
scapes, a film that starts wittily as a 
giasnost tale seen through a whisky- 
glass darkly turns into a pub crawl 
through such over familiar spy stop-offs 
as “The Disenchanted Double Agent” 
and “The Defector's Arms." 

•k 

Tilai Is a wonderful African movie, 
whose impassivity and dark grace are 
as close to ballet as to cinema. Director 
Idrissa Ouedraogo’s first film Yaaba put 
Buridno Faso on the movie map; this 
new film provides a whole contour- 
study of mores and emotions among a 
group of desert tribespeople. Two lovers 
decide to elope when the girl is threat- 
ened by an arranged marriage to her 
lover's grizzled, white-haired father. 
Only question: whither to elope? There 
are few enough hiding-places in the des- 
ert. a wilderness of tawny earth and 
trees like agonised hand gestures. 

Doom beckons. But the film’s slow, 
stoical pulse is hypnotic. So is the 
comic gravity of the acting (mostly by 
members of the Ouedraogo family) and 
the director's flair for turning mud-hut 
villages into an echo-chamber for dia- 
logue of a simple, Racinian grandeur. 
“My son, lie down, go to sleep," says a 
mother to a worried boy; “That’s how 
the world is made.” In a place where 


the sun creates a vast, flat, copper-hued 
crucible by day and a shadow kingdom 
of primitive enchantment by night, peo- 
ple speak - and no wonder - as if 
time, truth and feeling have just been 
invented. 

★ 

The opening image of Michael Leh- 
man's comedy Meet The Applegates is a 
high-speed crane-shot that soars into 
the sky, stops suddenly and glowers 
down on a razed section of the Amazon 
rain-forest. The shot does two things at 
once. It sets up place and premise: a 
family of giant Brazilian bugs are about 
to turn into humans and re-locate 
vengetolly In American suburbia. And 
it symbolises the excessive speed with 
which this movie left the drawing-board 
for the screen. 

After Lehman's nasty-hilarious debut 
Heathers, this is a witty plot idea in 
search of further development. Ed 
Begley Jr and Stockard Chaining twin- 
kle as the parents of the perfect ex-bug 
American family (betrayed only by a 
lust for sugar and a fondness for forag- 
ing in dustbins); and cannot help guf- 
fawing at -Spot the Dog, whose insect 
origins return spectacularly to haunt 
him. But too much of the film, once 
suburbia-settled, is slackly plotted and 
thinly written, just like the apple-pie 
American sitcoms it parodies. 


Nigel Andrews 


Long Day's Journey into Night 


BRISTOL OLD VIC 

The vogue for family outings into the 
cl a ssical repertory continues. After the 
Cusack and Redgrave Sisters it is the 
turn of Use Wests to strut their stuff in 
Eugene O'Neill's hefty autobiographical 
drama of dynastic doom. This touring 
co-production by the Old Vic and the 
National Theatre lines up the husband 
anrt wife tram of Timothy West and 
Prunella Scales behind the Tyrones - 
agip fri g matinee idol and his mor phine 
addict wife. It is power casting fall of 
the wrong sort of power, which substir 
totes an En glish implosion of the emo- 
tions for the maudlin explosiveness of 
these Irish Americans. . , 

O'Neill's obsession with the ghosts of 
his own past reached a peak with this 

* 1941 portrait, embargoed until after his 

* death, of a family riven by drug addic- 


tion and consumption. The play has a 
self-indulgent streak as wide as the Mis- 
sissippi which Jonathan Miller tried to 
control by running tracts of dialogue 
simultaneously. 

Howard Davies lets it roll in a set- 
ting, by John Gunter, of drab darkness 
punctuated by shafts of light from dis- 
tant doors. The justification for this is 
textually well-rooted in the meanness of 
James Tyrone, which is responsible 
both for Hie petty embargo on adequate 
lighting and. more seriously, for his 
wife's innocent addiction and the denial 
to his consumptive son of the best treat- 
ment money could buy. But it has the 
unfortunate side-effect of plunging toe 
actors In a gloom which obscures their 
farrial expression in a way that is both 
visually dull and psychologically alien- 


ating. 

In Mary Tyrone, O’Neill sublimates 
his guilt about his mother’s morphine 
addiction, acquired on doctor’s prescrip- 
tion after his own birth. This haunt- 
ingly tragic figure is transformed by 
Prunella Scales into a delicate figurine 
for too long held in clumsy hands. 
There is a sadness as the cracks appear 
beneath the glaze, but there Is also a 
brittleness which obscures the physical 
desperation of a woman who would 
rather thump her sick son than accept 
toe truth about his condition. 

Timothy West draws her husband 
with a compassion for the clumsy patri- 
arch who is to some extent author of 
his his own misfortunes, but his per- 
sona — bulldoggish, bent and growling 
- is too deliberate and controlled to 


capture the crashing contradictions of 
the star actor turned domestic tartar. 
West has charisma alright, but it is of a 
thunderous, unsexy kind that has more 
in common with Victorian England 
than 20th century America. 

The younger generation fare rather 
better, with a pallid and self-lacerating 
consumptive from Stephen Dillane 
offset by a vicious performance from 
Sean McGinley. This Irish actor has a 
dangerous quality well suited to the 
mercurial, overdrinking Jamie, whose 
climactic speech of love and hate for his 
brother, for all its rambling indulgence, 
is one of the theatre’s most seering 
expressions of toe ties that cut as they 
bind. 

Claire Armitstead 


The Jewel Box 


THEATRE ROYAL, NOTTINGHAM 


The New Grove Dictionary 
defines a pasticcio as "A dra- 
matic or sacred vocal 
work . . . made up of individual, 
existing arias, which the libret- 
tist put together in a specially- 
written text", and cites exam- 
ples dating back to the begin- 
ning of the 18th century. In 
The Jewel Box, which Opera 
North unveiled in Nottingham 
on Tuesday, Paul Griffiths has 
set out to create just such a 
confection out of Mozart's oper- 
atic left-overs, aud to weave 
around them a plausible dra- 
matic whole. 

Making something substan- 
tial and viable out of the tan- 
talising fragments that Mozart 
left behind - operatic false- 
s tarts of his own; .numbers 
omitted from finished scores, 
additions to toe works of other 
composers, concert arias - is 
by no means a new idea. Grif- 
fiths gets his overture and 
opening quartet from Lo sposo 
deluso, a torso from 1783, and 
much of the rest of his first act 
from arias contributed to 
operas by Galuppi. Martin y 
Soler, Ciraarosa and others; the 
second begins with the trio 
from L'oca del Cairo, another 
abandoned project from 1783, 
and incorporates several con- 
cert arias along the way. 

By careful selection the 
music has been allowed to 
define its own cast. Mozart fre- 
quently wrote for specific sing- 
ers, so that, for instance, the 
arias allotted to The Singer in 
The Jewel Box can be those 
originally written for Aloysla 
Weber, the Vienna -Donna 
Anna in 1788; all but one of the 
numbers for The Composer 


were intended for Louise Ville- 
neuve, toe first Dora be Ua, and 
so on. That process yields The 
Jewel Box’s cast of seven - 
four men, three women - each 
with clearly defined vocal char- 
acteristics; all the opera lacks 
then is a plot, and dialogue to 
link the numbers. 

By compiling an opera 
around the business of writing 
an opera, using music intended 
for other operas, Griffiths inge- 
niously gives himself a concen- 
tric set of dramatic frames: 
four archetypal characters 
from opera buff a find that they 
have run out of music; the 
Composer is summoned to pro- 
vide more and is made to real- 
ise that there can be more to 
opera than dressing up and 
artifice; and eventually the 
characters too are freed from 
their two-dimensional exis- 
tences. With switches between 
these levels of stage reality, 
Griffiths can find a place for all 
his music; arias and ensembles 
can be sung in quotation 
marks, as it were, or as part of 
the main action. 

It is a clever conceit, playing 
with the concepts of reality in 
a way that recalls Italo Cal vino 
(who, incidentally, made his 
own performing version of 
Mozart's unfinished Zaide ); 
there are fleeting moments too 
that echo Cal vino's libretto for 
Berio's Re in ascoUo. It packs 
In many allusions, touches on 
many themes: touches and 
then moves on. for the refer- 
ences are never too arch or 
over-emphasised. Griffiths's 
has designed an elegant, teas- 
ing showcase for some delecta- 
ble Mozart, and I don't think 


his scenario aspires to much 
more than that. 

The production by Francisco 
Negrin, designed by Anthony 
Baker, is suitably dislocated, 
surreal; it looks frugal but 
always elegant. What' toe stag- 
ing adds to Griffiths* scheme, 
where the compiler's role 
ended and the production 
team's began, is impossible to 
determine. 

It is passingly well cast too, 
though not with the roster of 

stylish Mozartians that ideally 
a piece like this needs to show 
off its vocal gems: Mary 
Hegarty as the buffa Panta- 
lone, Pamela Helen-Stephen as 
a delicious traoesti Composer, 
and Je nnif er Rhys-Davies as 
the Singer of opera seria who 
shows him some of opera's pos- 
sibilities (in arias of fiendish 
Queen of Night difficulty) were 
all first class; the men - Mark 
Curtis, Quentin Hayes, Step- 
hen Richardson and Barry 
Banks, the last miming on 
stage because of vocal prob- 
lems and his lines sung ele- 
gantly from the pit by Philip 
Sheffiled - rather less con- 
vincing. Elgar Howarth’s con- 
ducting too was a little lump- 
ish and rough-edged. 

Even when he switches roles 
Griffths preserves his music 
critic's notions of perfection - 
The Jewel Box would sound 
ravishing sung and played by 
the Mozart ensemble of one's 
dreams; in a performance a lit- 
tle short of that it seems just a 
bit contrived and over-elabo- 
rate. 

Andrew Clements 


Sir Georg Solti 


ROYAL FESTIVAL HALL 

A minor pleasure of Solti's 
concert with the London Phil- 
harmonic on Tuesday night 
was the way it incoi^orated 
the national anthem into the 
programme. Since a- royal 
patron was present, it had to 
be played; and Solti, or some- 
body, had had the wit to follow 
it with Haydn's Symphony no. 
98. in which the noble Adagio 
is built npon a version of the 
same tune. 

As usual Solti's Haydn was 
alert and lithe, if somewhat 
blander in sound than current 
fashion prescribes. There was a 
harpsichord, though, to play 
toe little solo passage Haydn 
wrote for himself in toe Finale 
(the symphony was for one of 
Salomon's London concerts, 
and the composer's participa- 
tion was a commercial bonus) 
and support the strings 
throughout, to good purpose. 
Solti delivered the Mimiet with 
athletic flair, and if toe final 


Presto didn’t quite crackle it 
certainly bubbled. At this con- 
ductor’s hands nowadays, old 
Haydn invariably seems benev- 
olent, open, natural - a 
“nicer” Haydn, so to say, than 
the toe more complicated and 
knowing persona that has 
recently been thrust to the 
fore. 

The main work, if hardly a 
greater one, was Bruckner’s 
Second Symphony. Rarely 
heard in public, it was doubly 
welcome in a performance so 
strong, unhesitating and vivid. 
The cellos and flutes - always 
crucial in Bruckner - were 
excellently telling, the brass on 
best behaviour, toe orchestral 
balance superbly achieved 
even in passages where Bruck- 
ner’s conception of it seems 
rash and optimistic. Solti is of 
course a master of such things; 
and his instinctive urgency 
was of more benefit to this 
score - over-stretched at an 


hour's length - than any lei- 
surely dwelling over its most 
heartfelt paragraphs. In fact 
there was much beautiful 
pointing of detail: Solti merely 
refused to run any risk of 
droop. 

I said “over-stretched', but 
the trouble (chiefly apparent in 
the Finale, where the material 
seems underdeveloped and the 
amount of stop-go tempts Fate) 
may rather lie in toe trimming; 
as usual, we heard the slightly 
abridged Nowak edition. 1 
don’t think I've ever heard the 
original version. It may well be 
that the work sustains itself 
better when it retains the 
deleted links - not an unfamil- 
iar situation, among long 
pieces which got prudent trim- 
ming in their first years. One 
of these days, it would be good 
to learn whether toe Bruckner 
Second is one of those. 

David Murray 


French song 

ST JOHN'SfSMITH SQUARE 

This was the Welsh instalment 
in the series devoted to French 
song that has been running 
through the winter at St 
John's. A good-sized audience 
had turned up to see" Della 
Jones and Bryn Terfel* fasci- 
nated no doubt to see what 
would happen when one 
applies generous Welsh voices 
and personalities to this most 
intimate of art forms, -i 

The series has been devised 
by the accompanist Malcolm 
Martineau. To instil the right 
sense of style into a dozen or 
so British singers with little 
known track record in the 
genre must be a daunting task, 
though his own well-judged 
playing gives an idea of the 
guidance he may provide. 

It would be foolish to suggest 
that what we heard on Tues- 


day could be mistaken for the 
idiomatic singing of Debussy 
and Poulenc that one might 
hope to hear from native 
French-speaking artists. The 
words were not always spoken 
clearly. Several of the small 
cycles were over-sung and 
over-interpreted. But on toe 
most important point of all 
both singers crucially had the 
right idea: they wanted the 
music to communicate. 

Bryn Terfel started with 
three early Debussy songs, 
showing off the fine resonance 
Of his voice, if not much spe- 
cific regard for the poetry. 
Poulenc's Chansons viUageoises 
were too rumbustious for their 
own good. His best rather came 
later in the four Don Quichotte 
settings by Ibert, intended for 
Chaliapin, where the chival- 


rous strength and toe dulcet 
romantic sweetness alike were 
well caught in the singing. 

In Debussy's Proses tyriques 
Della Jones also sought out 
new colours in her voice that 
we do not know from her Ros- 
sini and Handel, a luminous 
sheen for the “moon of gold”, a 
softness for “night with velvet 
steps". The more approachable 
idiom of Poulenc's Banalites, 
though, suited her better and 
she really came into her own 
with Satie, her Diva de l'Em- 
plre strutting proudly .teas- 
Ingly, vulgarly, along Picca- 
dilly. 

There are two more recitals 
left in toe series, one each in 
March and April 

Richard Fairman 



AMSTERDAM 


Concertgobouw 20.15 Rlccardo 
Chailly conducts Royal 
Concertgobouw Orchestra in 
Eschar, Mozart and Schumann, 
also tomorrow and Sun. Sat Edo 

•'de' Waart conducts Netherlands 

-.. Radio Orchestra In concert 
performance of Die WalkGre 

Bouts van Berlage 20.15 Lukas 
Foss conducts Netherlands 
Philharmonic Orchestra in i mus'C 
by Ives. Tchaikovsky and Foss, 
with Miriam Fried soloist m 
Prokofiev's Second Violin Conce 

1270466) 


_ I BERLIN 

MUSIC 

. Deutsche Oper19^ G5tz e 

-Friedrich's production of L n 

di. Figaro with Mari® McLaughh 

as Susaroia (3410 249) 

Komlsche Oper 

- ' ^upfer-s production of U W>nem 

-Tomorrow and Sat .... (2292 

J| " production of Die ZauberflO*® 

Sannonl. 

20.00 James Levine conducts 
. .Mozart and 

- "Phiiharmonlc OrchOTtra. 

tomorrow and Sat (2614 


Berliner Ensemble 19.00 The 
Threepenny Opera. Sun: Mother 
Courage (2827 712) 

Deutsches Theater 19.30 Ionesco’s 
The Bald Prima Donna (2871 225) 
Maxim Gorki Theater 19.30 The 
Cocktail Party by T.S.EIiot (2082 
748) 

SchaubOhne 19.30 Luc Bondy's 
production of The Winter's Tale. 
Also tomorrow and Sun (890023) 
Schiller Theater 19.00 Goethe’s 
Faust (3195 236) 

■ BRUSSELS 

Palais des Beaux Arte 20.00 James 
Galway is soloist In a programme 
of music by Mozart, Bach and 
Stravinsky with Belgian National 
Orchestra conducted by Ronald 
Zollman (507 8200) 

Monnale 20.00 Jenufa with Linda 
Plech in title role and Anja Silja 
as Kostelnlcka, also Sat (219 6341) 

■ CHICAGO 

Orchestra Hall 20.00 Andras Sc hi ft 
is conductor and. soloist with the 
Chicago Symphony Orchestra in 
an evening of Bach concertos and 
orchestral suites. Repeated 
tomorrow at 13.30 and Sat at 20.00. 
Sun at 15.00 piano recital by 
Emanuel Ax (435 6666) . . . 

■ DRESDEN 

Kutturpatast 20.00 Siegfried Kurz 
conducts Dresden Staatskapeile 
in music by Brahms and Richard 
Strauss, with Garrick Ohlsson 
soloist in Beethoven's Piano 
Concerto No 4. Also tomorrow 
(4866 286) 


■ FRANKFURT 

Alte Oper 19.30 Eliahu inbal 


conducts Frankfurt Radio 
Symphony Orchestra In 
Tchaikovsky's Sixth Symphony, 
with Maria Tipo soloist in Chopin's 
Piano Concerto No 2. Repeated 
tomorrow (1340 400) 


■ GOTHENBURG 

Konserffius 19.30 Neeme Jarvi 
conducts Gothenburg Symphony 
Orchestra In Bartok's Concerto 
for Orchestra and Sibelius' 
Lemminkafnen Legends. Also 
tomorrow at 18.00 (167000) 


■ THE HAGUE 

Dansfheater 20.15 Premiere of new 
ballet by Paulo Rlbeiro, also In . 
and Out by Hans van Manen and 
Step Lightly by Paul Lightfoot. 
Repeated tomorrow and Sat (360 
4930) 


■ HAMBURG 

Staateoper 19.00 Karita Mattila 
sings Tatiana in Eugene Onegin, 
conducted by Gerd Albrecht, also 
Sun. Tomorrow: Werther. Sat Lady 
Macbeth of Mtsensk (351555) 
Deutsches Schauspfelhaus 19.30 
Dostoyevsky's The Idiot. Tomorrow: 
Goethe's Torquato Tasso directed 
by Hans Neuenfels (248713) 


■ LEIPZIG 

Opemhaus 19.30 Carmen. 
Tomorrow; Fidelio. Sat. EntfOhrung 
(7168 273) 

Gewandhaus 20.00 Kurt Masur 
conducts Gewandhaus Orchestra 
in Prokofiev's cantata Alexander 
Nevsky and Britten’s Phaedra, with 
Heinrich Schiff soloist in 
Lutoslawskl's Cello Concerto. Also 
tomorrow(7l32 252) 


■LONDON 

MUSIC 

Covent Garden 19.30 Samson et 
Dallla conducted by Jacques 
Delacote, with Carreras and Baltsa. 
Repeated Mon (240 1066) 

Coliseum 19.30 Revival of Jonathan 
Miller's production of The Turn 
of the Screw with Eilene Hannan 
as the Governess. Also Sat (836 
3161) 

Royal Festival Hall 19.30 Yuri 
Temirkanov conducts Royal 
Philharmonic Orchestra in 
Borodin’s Polovtsian Dances and 
Mussorgsky's Pictures from an 
Exhibition. (928 8800) 

Barbican Centre 19.45 Michael 
Tllson Thomas conducts London 
Symphony Orchestra in Royal 
Philharmonic Society music awards 
concert, with Moura Lympany 
soloist In Liszt Piano Concerto No 
1 . Sat Richard Hickox conducts 
Britten's War Requiem. Sun: Halle 
Orchestra play Brahms, Debussy, 
Ravel (638 8891) 

THEATRE 

This week's shows include The 
King and I starring Susan 
Hampshire (Sadler's Wells), 

Pinter’s The Homecoming directed 
by Peter Hall (Comedy), What the 
Butler Saw by Joe Orton 
(Wyndham’s) and Andrew Lloyd . 
Webber's latest musical Aspects 
of Love (Prince of Wales). Phone 
Theatreline: Plays 0836 430959 
Musicals 0836 430960 Comedies 
0836 430961 Thrillers 0836 430962 


■ MUNICH 

Staateoper 19.00 Le nozze di Figaro 
conducted by Wolfgang Sawallisch, 
with Felicity Lott as the Countess. 
Sat: EntfOhrung. Sun: 
Gfitterdimmerung (221316) 


Pfillhannonie 20.00 Jorg Faerber 
conducts Wurttemberg Chamber 
Orchestra in music by Haydn, 
Beethoven and Mozart (48098 614) 
Herkulesaaal der Resldenz 20.00 
Deutsche Kammerphilharmonie ' -. 
plays music for chamber orchestra 
by Webern and Beethoven (299901) 
Kammersplele 19.30 Ibsen's The 
Lady from the Sea directed by 
Thomas Langhoff (23721 328) 

■ NEW YORK 

MUSIC 

Avery Fisher Hall 20.00 Franz 
Welser-Moest makes his New York 
Philharmonic debut conducting 
symphonies by Mozart and 
Mendelssohn, with Maxim 
Vengerov soloist in Tchaikovsky's 
Violin Concerto. Also tomorrow 
at 14.00, Sat and Tues (874 2424) 
Carnegie Hail 20-00 Pierre Boulez 
conducts Ensemble 
InterContemporain in music by 
Nono, Ligeti, Webern and Boulez. 
Sat Christoph von Dohnanyi 
conducts the Cleveland Orchestra. 
Sun: recital by Samuel Ramey (247 
7800) 

Metropolitan Opera 20.00 Fidelio 
with Gary Lakes as Florestan. 
Tomorrow: Le nozze dl Figaro. 

Sat: Luisa Miller (362 6000) 

DANCE 

New York State Theatre 20.00 New 
York City Ballet programme 
includes Balanchine's Concerto 
Barocco, music by Bach, plus three 
other works (870 5570) 

THEATRE 

This week's shows include Fiddler 
on the Roof with the Israeli actor 
Topol as Tevye (Gershwin), 
Stephen Sondheim’s latest musical 
Assassins (Playwrights Horizons) 
and William Finn's musical 
Falsettoland (Lucille Lortet). 

Ticks tron (246 0102) answers 


inquiries and sells tickets 

■ PARIS 

Palais Gamier 19.30 iphigenie en 
Tauride: first of three evenings 
with Tanztheater Wuppertal 
directed by Pina Bausch (4742 
5371) 

Theatre des Ctiamps-Elysdes 20.30 
Zoltan Pesko conducts Orchestra 
National de France in music by 
Ives, Carter and Druckman. 
Tomorrow: Elliott Carter concert 
(4720 3637) 

Salle Pleyel 20.30 Semyon Bychkov 
conducts Orchestra de Paris in 
Shostakovich's Tenth Symphony 
and Mendelssohn's Concerto for 
Two Pianos, with Labeque sisters 
(4563 0798} 

■ VIENNA 

Staateoper 19.00 Die Zaubertidte. 
Tomorrow: ballet triple biil. Sab 
L'Elisir d'Amore. Sun: Gwyneth 
Jones sings Fidelio (51444 2960) 
Konzerthaus 19.30 Georges Prfetre 

conducts Mendelssohn and Richard 

Strauss with Vienna Symphony 
Orchestra. Tomorrow: Leonard 
Slatkin conducts Aaron Copland's 
Third Symphony with St Louis 
Symphony Orchestra (7124 6860) 
Burgtheater 19.00 Ibsen's An 
Enemy of the People directed by 
Claus Peymann (51444 2218) 

■ WASHINGTON 

Kennedy Center Concert Hall 20.30 
Rafael Frflhbeck de Burgos 
conducts Berlioz' La Damnation 
de Faust with soloists Florence 
Quivar, Kenneth Riegel and Justlno 
Diaz, also tomorrow. Sat and next 
Tues. Sun: Cleveland Orchestra 
under Christoph von Dohnanyi (467 
4600) 


European Cable and 
Satellite Business TV 

(all times CET) 

MONDAY TO FRIDAY 

Eurosport 

0600-0630 International Busi- 
ness report 
CNN 

0500-0530 Moneyline 
0800-0830 Moneyline 
1230-1300 CNN Market Watch 
1330-1400 Business Day 
2000-2030 World Business 
Tonight - a Joint FT/CNN pro- 
duction with a review o( the 
day's major business stories. 
2300-2330 World Business 
Tonight 

0100-0130 Moneyline 
Superchanne/ 

0700-0830 Financial Times 
Business Report 
A five minute business brief- 
ing broadcast three times 
between 0700 and 0800 
2130 (Wed only) Financial 
Times Business Weekly - the 
latest business round-up. 

SATURDAY 

CNN 

0800-0830 Moneyline 
0900-0930 World Business 
Tonlghl - a joint FT/CNN pro- 
duction. 

1540-1610 Moneyweek 
1900-1930 World Business 
This Week 

2110-2140 Your Money 

SUNDAY 

Superchannel 

1800-1830 FT Business 

Weekly 

CNN 

0710-0740 Moneyweek 
1540-1810 Your Money 
1900-1940 Moneyweek 
00404)110 inside Business 
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Free trade 
in chips 


The government is looking for an honourable 
retreat from the poll tax mess, says Philip Stephens 



THE READINESS of the Bush 
administration to extend its 
notorious semiconductor trade 
agreement with Japan makes it 
hard to believe that it was ever 
seriously interested in the Uru- 
guay Round of trade talks. 

Signed in 1986 following a 
spate of anti-dumping and com- 
plaints of unfair trade, the 
semiconductor agreement 
ranks as one of the most 
shameful episodes of trade pol- 
icy during the Reagan years. 
Not only did it backfire with a 
surge in prices which upset 
chip users in the computer 
industry; it led to an embar- 
rassing finding of price manip- 
ulation against Japan by the 
General Agreement on Tariffs 
and Trade; and it Involved the 
imposition of unilateral sanc- 
tions by the US, which almost 
certainly contravened the Gatt 
and have still only been par- 
tially revoked. 

Dumping not an issue 

A US administration that 
believed in free trade should be 
glad of the opportunity to lay 
these memories to rest, espe- 
cially since all concerned now 
readily admit that dumping of 
semiconductors is no longer an 
issue. Instead, Washington has 
begun negotiating an extension 
to the agreement with a new 
focus on prising open the Japa- 
nese market. 

Supporters of the extension 
argue that the Japanese mar- 
ket can only be opened under 
pressure. The original agree- 
ment, which expires in July, 
aimed to secure a 20 per cent 
share of the Japanese market 
for foreign suppliers. Unsur- 
prisingly because Japanese 
industry is not under state con- 
trol. it has failed to meet this 
goal The share rose only from 
8.5 per cent to a peak of 13.3 
per cent Its supporters say a 
new agreement is needed to 

E revent even these gains being 
>sti There is no intention of 
opening the market exclusively 
to US producers. It should be 
possible to reach a new accord 
that avoids controversial price 
monitoring and is consistent 
with the letter of the Gatt. 

These arguments do not con- 
vince. The present agreement 
bolstered prices and did won- 
ders for the profits of Japanese 
producers. It did not save the 
US D-Ram industry even 
though some claim it did keep 
the more specialist Eprom pro- 


ducers in business. The prob- 
lem being the US now is that 
its information technology 
industry is fragmented. 
Japan’s Is stronger because it 
is vertically integrated. 

A new semiconductor pact 
will not change this. But it will 
fuel the deluded belief in the 
US that managed trade is the 
answer to the Japanese ’'prob- 
lem”. It will contravene the 

commitment of all Uruguay 
Round participants not to 
increase protectionist mea- 
sures and to roll back those 
already in existence. Worst of 
all, it will attract imitators 
among manufacturers of other 
products which happen to find 
themselves distressed. 

It is greatly to Japan's dis- 
credit that it can contemplate 
acquiescing. Japan ought by 
now to be economically and 
politically strong enough to 
rise above Its fear of confron- 
tation and its neurotic need for 
appeasement There is unlikely 
to be anything multilateral in 
practice about a new pact Jap- 
anese companies know the US 
must be satisfied first if the 
remaining sanctions are to go. 
Yet there can be no pretence 
that sectoral reciprocity is any- 
thing other than bad policy- It 
distorts markets and is a recipe 
fbr dwindling prosperity. 

The Bush a dminis tration is 
succumbing to a reciprocal 
approach at a time when it 
should be redoubling its efforts 
to keep the multilateral system 
alive. This confirms the unfor- 
tunate way in which its trade 
policy has been hijacked by 
narrow private sector interests. 
Equally worrying, it is also a 
mark of weakness in confront- 
ing the general desire in Con- 
gress to punish Japan because 
of its reluctance to support the 
allied cause in the Gulf. 

Price to be paid 

The crude essence of the 
deal is this: Japan must pay a 
price, unilaterally determined 
by Washington, for continued 
access to the US semiconductor 
market Japan has laid itself 
Open to such victimisation in 
the past. It will probably do so 
again, but there is no US hero- 
ism here for the rest of the 
world to applaud. Its tactics 
are more worthy of mafioso 
racketeers than of the stron- 
gest power in the western 
world and the defender of its 
liberal faith. 


Pay flexibility 
in a recession 


THE BRITISH labour market 
seems as oblivious as ever to 
the realities of economic life. 
The economy is deep in what is 
now an officially-recognised 
recession, following two quar- 
ters of decline in gross domes- 
tic product; unemployment has 
been rising for 10 consecutive 
months; and yet pay settle- 
ments show no sign of falling. 
The British labour market 
seems as inflexible as ever in 
the face of aggregate shocks to 
the economy. 

The government’s labour 
market reforms have not failed 
completely. They have suc- 
ceeded, for example, in making 
pay relativities more flexible. 
Wage differentials have wid- 
ened substantially over the 
past decade between skilled 
and unskilled workers, the 
experienced and the young, 
and workers in the north and 
the south. 

The government had hoped 
that these reforms might also 
allow overall wage inflation to 
fall faster, and with a smaller 
cost in terms of unemploy- 
ment, than 10 years ago. But 
more flexibility in relative 
wages does not, it now 
appears, entail more flexibility 
in the average wage IeveL 

The opposite may be true. 
The evidence so for suggests 
that the reaction of the labour 
market is at least as slow as 10 
years ago. In 1980, average 
earnings growth peaked during 
the second quarter of the reces- 
sion and nine months after the 
rise in unemployment began. 
This time average earnings 
growth has remained stuck at 
around an annual rate of 9% 
per cent since March 1990. 
Since that time, unemployment 
has risen by over a quarter of a 
million and the econ omy has 
probably entered its third quar- 
ter of negative growth. Yet 
there is still no convincing evi- 
dence that earnings have 
peaked. 

Compensation sought 

Pay bargainers remain more 
concerned with obtaining com- 
pensation for last years’s 
higher than expected inflation, 
than with delivering sustain- 
able real wage increases as 
inflation falls. Companies have 
responded to the decline in 
demand and contraction of 
profits by cutting Investment, 
by probably futile attempts to 
raise prices and by reducing 


the quantity of labour they 
employ. As a result, unemploy- 
ment is quite likely to pass 
2.5m by the end of this year, 
and carry on rising. 

In the UK, as is true of the 
rest of Europe, the vast major- 
ity of wages are set by collec- 
tive bargaining. But in the UK 
such bargaining is particularly 
unco-ordinated, and unions 
remain deeply entrenched In 
the pay-setting process. In good 
tunes, each company has an 
incentive to offer above aver- 
age wage increases to attract 
and motivate its workers. In 
bad times no company wants 
to make the first move down, 
almost regardless of its need to 
reduce the level of wage settle- 
ments. They are unwilling to 
cut the relative wages of their 
skilled employees and fear the . 
fierce resistance of their trade 
unions. 

Flexible bargaining 

The current recession has 
now progressed too far for a 
large rise in unemployment to 
be avoided. A co-ordinated 
shift to a flexible form of for- 
ward-looking barg aining could 
have prevented some of this 
rise. Sadly it was the Confeder- 
ation of British Industry, 
backed by the government, 
which effectively blocked such 
a move, despite the TQC’s 
qualified enthusiasm. A move 
in that direction could still do 
much to reduce the cost of the 
disinflation that is to come. 

Even if nothing Is done to 
minimise the costs this time, 
the aim of policy must be to 
remove the need for compara- 
ble increases in unemployment 
in future. A combination of 
flexible forward-looking wage 
contracts and greater syn- 
chronisation of pay bargaining 
would reduce the coordination 
problem characteristic of the 
UK’s labour market. 

More important still is a 
m acroe conomic policy that will 
deliver stability and low infla- 
tion. The aim of UK's entry 
into the European exchange 
rate mechanism must be to end 
the need for deep government- 
induced recessions of the kind 
the UK has now experienced 
twice in a decade, inflation 
must now be lowered to the 
best European standards and 
kept down. That way at least 
the price, which now looks cer- 
tain to be unnecessarily high, 
will not have to be paid again. 


Tories prepare to 
sink their flagship 
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~m /BF rs Margaret Thatcher 
1% Im - Called it her flagship. A 
I W V senior member of the 
Jl. T cabinet refers to it as an 
act of “fiscal vandalism". Mr John 
Major is jtfeparing its demise. 

The message reverbmating around 
Westminster and Whitehall over the 
past few days could hardly be clearer 
the government, facing a general elec- 
tion within 7 16 months, and possibly 
within four, must scrap the poll tax 
Introduced two yens ago in Scot- 
land and last April in England and 
Wales, the community charge has 
been the most expensive mistake in 
modem political history. It has cost 
the Conservatives hundreds of thou- 
sands, if;not millions of votes. It has 
cost the- Treasury (finally the tax- 
payer) hQIfons of pounds. It cost Mrs 
Thatched her premiership. It could 
cost Mr Major the general election. 

The government has not yet 
decided what will replace it; nor the 
extent to which whatever comes next 
should retain the still-cherished prin- 
ciple behind the community charge - 
that everyone should pay something 
for local 1 services. 

But it* is hard to find a member of 
the cabinet who believes that the poll 
tax am "survive in anything like its 
present 16rm. A majority believe that 
within the next month or so the prime 
minister will acknowledge publicly 
that it'shouid be replaced by some 
form of property tax 
During the two months in which a 
committee of senior ministers has 
studied the alternatives, Mr Major has 
been careful not to commit himself. 

He has Instead listened, questioned, 
probed.- He has also made it abso- 
lutely clear to his colleagues that the 
poll tax ; is one issue on which he is 
not prepared to delegate decisions. 

But is Mr Michael Heseltine, the 
environment secretary, has presented 
the options and others - notably Mr 
Norman Lamont, the chancellor, Mr 
Chris Patten, the party chairman, and 
Mr Kenneth Clarke, the education sec- 
retary r. have added their views, the 
prime ^Sinister has indicated that he 
is acutely aware of the political risks. 

As one insider puts it, Mr Major 
now accepts, “that we have lost the 
argument on the poll tax”. Whatever 


T he administrative nightmare 
that the poll tax has become 
'for local authorities is set to 
continue for some time, whatever the 
outcdSe of the government's current 
review of the financing and structure 
of local government 
Having gone through the a gonies 
of setting up the community charge, 
which followed 13 pieces of legisla- 
tion Tin local government finance 
over the past decade, town hall trea- 
surers are now resigned to going 
back to the drawing board. 

Thoftgh there is stfll no confirma- 
tion tlSat the community charge will 
be abolished, or that a revised form 
of domestic rates will be put in its 
pl ace ^ .a pattern is beginning to 
emerge from the tortuous discussions 
underway within the government 
and with local authority leaders. 

An important priority is to solve 
the running sore of local government 
finance that has plagued relations 
between Whitehall and town halls for 


its merits or shortcomings, the tax 
has become an ugly totem, a symbol 
of everything the v o ters dislike about 
government policies. 

Mr Major has admitted that there 
most be something wrong with a tax 
that starts with the principle that 
everyone should pay, and ends with a 
system under which 18m out of 36m 
have to be offered rebates to damp the 
political furore. 

Nor have the billions of pounds 
spent in refunds and is additional 
grants for local authorities - Mr 
Heseltine added another £L7bn only 
fag * month - staunched the bleeding. 

On bis trips around the country in 
recent weeks, Mr Major has been 
reminded at first hand of the message 
that pawiw his MPs. As a confidant 
puts it: “That’s [poll tax] all anybody 
talks about" The opinion polls tell us 
what they have been tolling htm_ The 
latest Gallup survey, taken after the 
announcement of Mr Heseltine’s new 
rebate scheme, shows that 75 per cent 
oppose the tax. 

More alarmingly, the worst-hit by 
the switch from domestic rates have 
been the working class voters in Tory 
marginal constituencies in the Mid- 
lands and in the north of ign gTfltiri 
who ensured the government its 
sweeping victory in 1987. 

One cabinet minis ter is fond of 
musing that if Mrs Thatcher had 
asked the best brains in the country 
for a precision weapon to devastate 
her most important supporters they 
would never have devised anything as 
lethal as the poll tax. 

Even in the staunchly Tory Kibble 
Valley, where the government is 
defending one of its strongest majori- 
ties, the message from the current 
by-election campaign is that the poll 
tax is sapping its support. 

Almost every Tory MP has his own 
scapegoat for the driricle. Some pom- 
all the blame on Mrs Thatcher. Others 
say that the poll tax could have 
worked if, as originally intended, it 
had been phased In over five years 
alongside the rates. Others say that 
spendthrift local authorities should 
have had their budgets “capped" 
much more aggressively. Few care to 
say much now about the principle of 
local accountability which the poll tax 


was supp osed to Inject into local guv- 
ernxueuL No one could have predicted 
the coincidenc e -of its introduction 
with a harsh interest-rate squeeze. 

But almost an agree on one thing: It 
is impossible to persuade the elector- 
ateihat a flab-rate charge at anything 
like the curre n t level of approaching 
£400 is fair. Voters simply will not 
accept that the duke an! the dustman 
should pay the same. ' 

For Mr_MaJor, the conclusion is 
obvious. With the Gulf war offering 
the possibility of an extended elec- 
toral honeymoon, he bag to ke*y open 
the option of a ggnwal ripntfmi In 
June. Awful results because of toe 
poll tax in the local ejections on May 
2 must not close that option. 

So he has to be ready fry the begin- 
ning of April to tell tho voters that 
the government is prepared if it wins 
a subsequent general election to 
replace toe sticking plasters of 
rebates and refunds with a new sys- 
tem of local government ftnaTira. 

In one respect, there might be an 
opportunity for the prime minister to 
salvage political a d va nta ge from the 
wreckage. The poll tax was Mrs 
Thatcher’s tax. By damping it, Mr 
Major would reinforce his image as a 
prime minister with a distinct - and 
fairer - agenda. As one Tory MP 
commented this week, “caring Con- 
servatism and the poll tax" are mutu- 
ally incompatible. 

But the risks are for greater. Mr 

Major’s In aLi t wJi m* rantHnn hac haap 

reinforced by the view in Downing 
Street that a pledge to scrap toe poll 
tax is not ennngh The voters the gov- 
ernment has alienated wfll have to be 
persuaded that what replaces it will 
be fair. “It is no good proposing some- 
thing that would simply create 
another set of losers." 

At Westminster there are almost as 
many proposals to ammri or replace 
the poll tax as there are Tory MPs. A 
diehard few want to tinker with it by 
exempting waking w iv es, nurses or 
students. Others say it could he 
halved if education f unding was 
switched to central government But 
mng* rtrmir a mnrh more radical solu- 
tion - including a shift to a property 
tax - is essential 

Officially ideas such as a local 
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income or sales tax or a massive 
switch in focal spending to central 
government are still on toe table. But 
ministers do not regard them as seri- 
ous options. 

For his part, the prime minister so 
for has been convinced by the argu- 
ment that toe Tories cannot throw 
away completely the principle that 
everyone who can afford it should 
contribute something towards toe 
cost of local government. He is also 
persuaded tha t any reform he pro- 
poses most be right first time - and 
packaged as the first stage in a more 

hflqp r eshap in g nf local gnw rnment. 


Options fraught with danger 

Richard Evans considers community charge alternatives 


more than 20 years. This could 
involve replacing the present coun- 
ties and districts by unitary authori- 
ties, «nd cannot possibly be imple- 
mented until after a general election. 

What is already clear is that two 
possibilities have been firmly ruled 
oat as impractical. A local income 
tax would devolve too much power 
from central government to local 
authorities and has been vetoed by 
toe Treasury; and a local sales tax is 
judged not to be feasible in such a 
small country. 

The field has tons been narrowed 
to reforming the poll tax, substitut- 
ing It with a new form of property 
tax, or a combination of both. All the 
options are fraught with problems. 


A property tax could be developed 
in a number of ways. The old, much- 
derided domestic rates were based on 
an assessment of rental value, bat 
the house rental market is now is 
such a parlous state that this is 
regarded as an unlikely runner. 

A mare viable alternative would be 
a property tax based on capital value, 
which would have the rough Justice 
of owners of bigger hones in better 
areas paying more than those in poor 
neighbourhoods. 

There are drawbacks, however. 
Any new prope rty tax would involve 
toe setting of new administrative 
arrangements and a revaluation of 
every pro perty in the country. This 
would take months and could involve 


a lengthy appeals procedure. 

The capital value system would 
also be open to toe charge of too few 
people paying fur local services, so 
one option being considered is for the 
householder to be responsible for an 
addition capitation charge based on 
the number of adults in a house. 

The proposal for a combination of 
property tax and a residual poll tax is 
rapidl y losi ng favour on cost and 
administrative grounds. A poll tax 
that would be considered reasonable, 
say of £100, would cost about a tenth 
of its value to collect, as toe fall 
panoply of the register and collection 
process would have to be maintained 
by each coundL 

The most probable scenario ts a 


Mr Heseltme’s favoured option (a - 
handed property tax based on ca pi tal^ 
values with a small personal -supple- 
ment for each individual) is derigned- 
to meet the prime minister’s fear that J-. 
a pure property tax would ofienate f. 
the already restive right wing of the 
Tory party. Others think if the break 
is to be made it would be simpler and 
less politically damaging to abandon 
the poll tax completely. 

Mr Major is determined that this 
. time the government will get it right. 

It may be toe best he can hope for is 
to get it less wrong than his predeces- 
sor. 


spring statement announcing the 
early repeal of the poll tax and its 
replacement by a form of property 
tax. At a later stage, probably in fire 
Conservative election manifesto, will 
crane details of changes in the struc- 
ture of local government aimed at 
reaching a consensus that will hold. 
It Is at this stage that derisions such 
as transferring the costs of educa t ion 
from local to central government, 
and toe possible abolition of the 
counties, will be made. 

So far, no clear pattern has 
emerged from the authorities that 
have already declared their poll tax 
levels for 1991-92. The flagship Con- 
servative authority of Westminster 
has announced a level of £176, £19 
less than this year’s, but most have 
decided on an increase at or above 
the rate of inflation. The govern- 
ment’s hope of an average poll tax in 
England of alxrat £380 seems 
to be dashed, and the average Is 
likely to creep well over £400. 
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Deep in 
the red 


Observer 


[ ■ Trade is bad even for toe 
Soviet Communist Party. 
According to figures just 
issued-fry its business manager 
Nikolai Kruchina, it has lost 
not only influence and 
members, but nearly 2 bn 
roubles of income - a sum 
which declines in value from 
around £2bn at toe official 
rate, through £200m at the 
tourist rate, to as little as £70m 
on the black market 

Half of the drop reflects the 
party’s loss of profitable 
newspapers such as the 
Moscow Evening paper, which 
have gone independent 
Another RsGOOm has been 
drained’ by a cut in party 
membership fees from 
3 to 2 percent of salary, 
and a farther RslOQm by 
resignations. 

The business manager’s 
pledge of a redoubled 
cost-cutting drive portends 
that undisclosed cuts already 
made in party staff will 
continue. ‘ 

Meanwhile, however, 
surviving offic ials? mIstIm 
have increased sharply- For 
example, district secretaries 
(who Kruchina, once one 
himself, said get only two days 
off a year) have had a rise from 
Rs35Q a month to RS5Q0-55G. 

More br&htly, he added that 
the party had Rs 4JXra in 
reserves and investments. 

But thatjmlwark appears 
to be crumbling fast because 
of the need to hand oat Hslhn 
or so to republican parties, 
and RslOQm to unpro fitable 
party newspapers, of which 
there arejt06. Sales of some, 
particulaBjfPravtla, have been 
plummeting occasionally to 
a fifth of previous circulations. 

The paj$y=possesses 5^54 
assorted frpjjdiogs valued, 
Kruchina said, at some Rs2bn. 
The worth' of its publishing 
houses was put at Rsl.Sbo. It 
also runs 23 kanatoriums and 
rest homes worth Rs467BL 

Cost cuts have included a 
blitz on hard-currency foreign 
travel, and on the importing 


of foreign comrades to Moscow. 
Even so, while only 60 officials 
went abroad In the past year, 
600 overseas communists were 
brought in for “consultations, 
rest, and - if they wish it - 
training”. 


De-code 

■ Jargon continues to 
overwhelm the railway author- 
ities. Witness the guard on the 
7.30 service leaving London 
for Glasgow, who told “all non- 
travellers to de-train". It looks 
as though we'll soon be asked 
to “train" instead of hearing 
the old cry of “all aboard”, and 
“de-seat" when we’re supposed 
to stand up. 

London Underground is also 
getting in on the act At Baker 
Street, for example, an 
announcer wanting passengers 
to change t rains them 

to make a “cross-platform 
transfer". The reason, no 
doubt, was that the train had 
reached a termination 
situation. 


Dame exits 

■ London has never had a sin- 


hke New York. The nearest 
equivalent was Dame Shirley 
Porter, leader of Westminster 
City CoundL Bat unlike New 
York’s Ed Koch and her hero- 
ine Margaret Thatcher, she 
has been able to choose when 
to call it a day. 

Now she has done so, the 
question is whether Westmin- 
ster, which takes in the Houses 
of Parliament and Buckingham 
Palace, wifi remain Urn force 
she made It as a testbed for 
radical local toryism. "She 
kick-started a dead dinosaur 
into action", says neighbour 
and tory MP Emma Nicholson. 

The number of council com- 
mittees was halved, 17 services 
have been contracted out, and 
school catering, cleaning and 
outdoor leisure will go this 



“1 bought an Aril Nadir’s 
executive toys.” 

year. The ideologues dream 
of the day when all Westmin- 
ster council matters could be 
reduced to a single short 
annnfl> meeting. 

The downside is that Lady 
Porter made some catastrophic 
misjudgements. Despite her 
impressive marketing skills, 
Westminster is nowhere near 
as well managed as is some- 
times suggested. 

An obvious successor is her 
deputy David Weeks. But 
Marie-Louise Rossi, daughter 
of Sir Hugh Rossi, and local 
businessman Simon Milton 
ace both said to be contenders. 

Tn toe m eantimp , T-ady 
Porter’s departure - she has 
not yet been rewarded with 
a seat in the Lords — means 
that Islington’s Labour leader 
Margaret Hodge becomes the 
uncrowned queen of London 
local government 


Coexistence 

■ The new South Africa is a 
place rich in irony. For over 
a decade the worldwide anti- 
apartheid movement, under 
the leadership of the Afriran 


National Congress, has tried 
to force Royal Dutch/Shell to 
pull out of the comitry- 

Tbe ANC-Ied campaign has 
had effects Car outside South 
Africa. Only a fortnight ago 
it resulted in toe removal of 
Shell Oil’s name from service 
stations on the America’s New 
Jersey turnpike. 

So it is with some amuse- 
ment that I hear the ANC has 
agreed to pot up R2Qm to buy 
its first national headquarters 
building - from Shell SA. 

Another twist is that, as 
Shell’s new premises aren’t 
yet ready, it will stay on for 
some months as the ANCs 
tenant 


Boom of youth 

■ Amid the firings in the City 
of London - some claim there 
have been 12,000 in past year, 
although at least half that 
number of new jobs have 
probably been created - it 
seems hard to believe that 
anybody has gained from the 
recession. 

Nevertheless some have, 
according to the Jona than 
Wren Executive recruitment 
consultancy. The beneficiaries, 
as usual, are the young at the 
expense of toe older. 

Wren’s analysis of 
upper-rank jobs offered shows 
the average executive salary 
up to £41.794 from £38336 over 
the last 12 months, a rise of 
9 per cent Bat the average 
age of recruits employers are 
seeking has dropped by 6^ per 
cent to about 3L 

As a result, the 
fi-per-year-fived price on 
applicants has jumped from 
from £14.62 in 1990 to £1,356 
this year - a 16.7 per cent 
p remium flrrf jney ppy te nff* 


Cheeky 


■ An Irish travel company 
whose holiday advertisement 
was banned for flaunting the 
rear view of a bikini-clad 
model, has covered the 
offending area with the 
message; “Don’t get left 


HOW YOUR PEOPLE 
CAN IMPROVE 
YOUR COMPETITIVE 
EDGE 

A landmark conference 
The Speakers 

Rt Hon MICHAEL HOWARD QC MP 

Secretary ofStatefor Employment 

Sir DAVID PLASTOW 

Chairman & Chief Executive, Vickers pk 

TONY CLEAVER 

Chairman & Chief Executive, IBM United Kingdom Ltd 

GEOFF ARMSTRONG 

c "t Chief Executive, Sumhuxd Chartered pic 

SYD ROBERTSON 

Head of Human Resources, BP 

Following the Chairman's Summary and a 
buffet dinner, there will be an address by 

DR HENRY KISSINGER 

former US Secretary of State 

To be held at the 

ROYAL LANCASTER HOTEL 

Tuesday 9th April 1991 

You are urged nat to miss what unit be one of the 
key conferences of 1991 

To reserve your place contact Simona 

Tel: 081 946 91 00 ext. 277. Fax: 081 947 25?0 
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— J — “?£*& that many pohti- 
^.conditions have to be satis- 
fled, and that many traditions 
o£ hehavtoiu* and attitudes of 
muni need to cost, before mar- 
kets can function effectively. 
Ana if he did not know about 
these preconditions, he will 
have been forcibly reminded 
by events m central and east- 
ern Europe. He will surely 
sense that there is a difference 
between countries such as 
Czechoslovakia. Hungary and 
Poland, where there are 
mouBh western traditions to 
give the market economy - as 
well as representative political 
institutions • - a chance to 
i function, and countries such as 
jtas&jaG do not mean the 
Soviet Union) and parts of the 
B al k a n s where the heritage is 
so different. 

The time is ripe for a re -ex- 
amination of ideas that empha- 
sise the primacy of political 
values over economic Instru- 
ments, and cultural disposi- 
tions Over finanofll tertinj^ ipq 
(Readers wanting to know 
whether German interest rates 
have peaked can skip my col- 
umn today.) Such ideas are dis- 
cussed in John Gray’s new 
essay, “A conservative disposi- 
tion". The identity of the 
author is especially interest- 
ing. For during most of his 
career. John Gray has been an 
exponent of classical liberal- 
ism, on which he has written 
several books, as well as 
studies of Min ami Hayek. 

' TO the vulgar interventionist 
--'a classical liberal is simply a 
fancy name for a pro-capitalist 
Conservative. But for those 
with the patience to investi- 
gate ftuther there is a world of 
difference. A classical liberal 
really believes In the freedom 
of choice of which some Con- 
servatives and Republicans 
talk. If the state should not 
interfere with personal choice 
in a supermarket, or in the 
jobs market, still less should it 
interfere with a citizen's per- 
sonal habits (for example, 
whether to consume soft drugs 
or alcohol) or what he wishes 
to read, view or listen to. 
whether the great and the good 
regard it as subversive, porno- 
graphic or whatever. And a 
classical liberal is as suspi- 
; i cious of nationalism as he is of 

nati pnatiiMfimi 

John Gray,- having crossed 
the divide from classical liber- 
alism to what he calls individu- 
alist conservatism, will now 
have none of this. He believes 
there is no abstract right to 
freedom, hut particular prac- 
tices such as freedom from 
arbitrary arrest, an uncensored 
press or non-interference with 
the acts of consenting adults 
who have grown up in certain 
fortunate countries. 

Gray's official reason for 


Economic Viewpoint 


Classical liberals 


under the skin 

By Samuel Brittan 



‘Governing is a 
specific and 
limited activity, 
namely the 
provision and 
custody of 
general rules of 
conduct 9 
Michael Oakeshott 


abandoning riasirifwi liberalism 
is that he could not find a rig- 
orous way of demonstrating it 
by deductive reasoning from 
some coherent set of a priori 
principles. There is a more per- 
sonal reason why John Gray 
has changed labels. His booklet 
is full of phrases such as the 
“natural and unavoidable evils 
of human life”, and the im per- 
fectibility of man. Above all 
there is the attack on general 
theories, which “at their best 
can tell us how little we 


the same poem of WB Yeats 
(Meru) which speaks of “the 
desolation of reality”. 

Where then ties the differ- 
ence between Healey's scepti- 
cal socialism and Gray’s scepti- 
cal conservatism? One big 
difference is that with Healey 
optimism keeps breaking 
through. On his penultimate 
page be insists that Yeats’s icy 
dawn is not inevitable. He 
almost ends with Blake's Jeru- 
salem. I say “almost" because 


know”, and the dangerous 
delusion that human ills «»yi 


be cured by any doctrine. 

As I was reading, it all 
seemed very familiar and 
reminded me of someone from 
a very different political stable. 
Then at last the penny 
dropped. It was Denis Healey. 
His autobiography has had a 
deserved success as an account 
of an unusually varied experi- 
ence and career. On every 
other page there is some dis- 
missal of the inflated claims of 
political and economic doctrine 
and reflections on the superior- 
ity of the arts to politics, both 
as a source of personal satisfac- 
tion and of insight into the 
human condition. Healey's 
favourite definition of social- 
ism is “an obstinate will to 
erode by inches the conditions 
which produce avoidable 
human suffering". This is not 
so different from Gray’s defini- 
tion of conservatism. Both 
Gray and Healey even quote 


Most Tories who 
quote Oakeshott 
seem to know only 
one of his works 


that Is followed by an Old Tes- 
tament quotation, “Would to 
God that all the Lord’s people 
were prophets", which could 
not go alongside Gray's bitter 
dismissal of the so-called illu- 
sion of progress. 

Part of Gray’s intention is to 
celebrate the great political 
philosopher Michael Oakesh- 
ott. who died last December, 
aged 89. Oakeshott is occasion- 
ally cited by Tories who do not 
tike to see their party identi- 
fied with market capitalism. 
Unfortunately most of them 
seem to know only one of the 
master's works, namely his 
Inaugural Lecture on Political 
Education (reprinted in Ratio- 
nalism in Politics). 
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From Mr D.W.Cawthra. 

Sir, Andrew Tyrie’s article 
“The unacceptable price of 
British exports" (February !) 
was largely founded on the 
premise that provisions against 
possible bad debts are the 
same thing as realised trading 
losses. Most of it was based on 
this erroneous assumption, so 
presenting an inaccurate and 
biased picture weakened fur- 
ther by irrelevant references to 
the Gulf conflict. 

Hie Export Credits Guaran- 
tee Department’s financial 
problems are rightly a matter 
of concern, but they have to be 
seen in perspective. They 
result from the unprecedented 
1960s international debt crisis 
which affected every export 
credit agency and international 
lending institution in the 
Industrialised world. Mr Tyrie 
Ignores the. point that ECGD 
has traded at no net cost to the 
taxpayer for most of its 70-year, 
life in the .course of which 
£250bo of export sales have 
been achieved at immense ben- 
efit to employment,, industry 
and the Treasury's coffers- 

Given the widespread reces- 
sion in the projecthuying sec- 
tor, especially in countries, 
which have had debt problems 
in the past; capital goods 
exports may currently amount 
to a relatively small percentage 
of total UK non-oil exports; but 
they ate still a very large abso- 
lute sum - some £2bn-IL5bn 
per annum. They . are heavily 
concentrated in our strategic 
capital goods and defence 
industries; about 20 per cent of 
exports in these sectors is 
probably supported by ECGD. 

These sectors also depend on 
exports to sustain capacity if 
they are to be able to compete 
economically for domestic, 
business. If the government’s 
export credit support fails to 
■match that of our main over- 
seas competitors, many multi- 
national companies operating 
In the UK would.be, forced to 
move their promireinent and 
thus their business abroad: 

That means that we would 
lose not just a percentage of 
our exports but "potentially-, 
large - swathes of • domestic 
activity as weEL The impact on 
the balance of payments would 
be much more severe as 
imports inexorably rose. More- 
over, while large project busi- 
ness involves a relatively small 
number of large companies as 
main contractors, literally 
thousands of small companies 
depend on these exports as a 
vital cart of their workload. 


Over half the world’s popular 
tion lives in the countries men- 
tioned by Mr Tyrie. If we were 
to trade only with low-risk 
countries of whose political 
systems we approve, we would 
trade with a very small num- 
ber. No one but governments 
can underwrite p olitica l risks 
of the size and dimension 
involved In export projects. 
Governments do this in all the 
major exporting countries. 
There are no signs whatever 
that other governments are fol- 
lowing ours, even to adopt the 
Portfolio Management System, 
let alone Mr Tyrie 's more fun- 
damental proposals. Has every 
other country got it wrong? 

The article claims the 
annual costs of ECGD are run- 
ning at £lhn. Of this sum the 
interest rate cost, said to be 
£400m per annum, will disap- 
pear when UK interest rates 
fall to reasonable levels, one of 
the prime objectives of govern- 
ment policy. As to £600m per 
annum for net claims on an 
ongoing basis, nothing in 
ECGD’s trading history sup- 
ports such a -likely outcome. 

British industry does not 
expect government support for 
export sales if there is no pros- 
pect these will be paid for. It 
does expect to be put on an 
equal footing with its interna- 
tional competitors and for the 
UK government to march In 
step with other western gov- 
ernments in matters relating to 
export policy. Major British 
Exporters will continue to 
press its case in these matters 
forcefully and without apology. 
D.W.Cawthra, 
director. 

Major British Exporters, 

64 Clapham Road, SW9. 


From Mr Ceri Jones 

Sir; Andrew Tyrie suggests 
the ECGD’s continued exis- 
tence in anything like Us pres- 
ent form may not be worth the 
cost. As an economist who 
spent .two years In the ECGD 
risk management division 
before joining the -private sec- 
tor,- 1 believe the cost of the 
department cannot be justified. 

The government is to be con- 
gratulatetf on its decision to' 
privatise the short-term credjts 
division baaed in Cardiff. It has 
no business running a competi- 
tive',' commercially- viable 
insurance . company. The 
long-term credits - division ' 
baswl in London is in a differ- 
ent position. With debt provi- 
sion currently standing . at 
£7j2Sbn it is hardly an attrac- 
tive candidate for privatisa- 


tion. The radical option which 
the government has so far 
failed to exercise is to close the 
department, except perhaps for 
a small section, which could 
deal with business conducted 
in the “national interest” and 
need not maintain any pre- 
tence that it operates on com- 
mercial guidelines. 

ECGD sees its primary func- 
tion as to promote exports. It 
does this by offering credit in 
circumstances where no other 
insurer would contemplate tak- 
ing on such risk, or the pre- 
mium charged would be pro- 
hibitive. The ethos of export 
promotion which permeates 
ECGD does not sit easily with 
its stated objective of operating 
as a co mmercial undertaking. 
If ECGD made decisions on the 
same commercial criteria as 
other insurers, much of its 
business would never have 
been taken on. 

The overhang of the debt cri- 
sis means that, regardless of 
decisions taken from now on, 
claims on existing business 
will cause ECGD’s deficit to 
continue to spiral There is lit- 
tle ECGD can do about this. 
But it can take steps to limit 
the exposure of new business 
in problem markets. Unfortu- 
nately, ECGD displays a worry- 
ing reluctance to be for- 
ward-looking In its risk 
management. The department 
Is loath to turn business away 
In any market which has not 
previously defaulted, by which 
time it is, of course, too late. 

A relatively small amnnnt of 
ECGD business is conducted in 
the “national interest" on a 
separate non-commercial 
account If the intention is to 
provide aid, this role should 
properly he conducted by the 
Overseas Development Agency 
and the aid directed where it is 
most needed rather than 
according to political expedi- 
ency. The way In which ECGD 
continued to cover substantial 
business in Iraq, despite both 
its appalling human rights 
record and -its precarious 
-finances, is a testimony to its 
amoral political stance as well 
as its lack of business acumen. 

Given the huge amounts of 
money involved, the public has 
the right to know more about 
ECGD's exposure and the 
inherent risks. Such know- 
ledge would, I believe, bring 
into question ECGD's existence 
as a supposedly commercial 
insurer In long-term credits. 
Ceri Jones, 

36 Stanhope Gardens, 
ffighgate, NS 


Tax penalty 
on investment 


From the director general. 
Engineering Employers Federa- 
tion 

Sir, Peter Norman (February 
18) omits one key element from 
his assessment of the chancel- 
lor’s room for economic man- 
oeuvre. This is the urgent need 
to remove the anti-invest me nt 
bias which is an integral fea- 
ture of the existing corporate 
taxation system. 

Our balance of payments 
problem Is the direct result of 
the reduction in the UK manu- 
facturing sector, which is now 
too small to support the rest of 
the economy. As the illusions 
of being able to live easily on 
services and North Sea oil are 
being painfully dispelled, so 
the need to regenerate our 
manufacturing capacity should 
be clear to everyone. 

Increased investment in 
manufacturing is the key to 
recovery and this is unlikely to 
be achieved if companies con- 
tinue to suffer a tax penalty on 
investment expenditure. 

It Is to be hoped that this 
anomaly, and the importance 
of manufacturing to the econ- 
omy, are now fully recognised 
in the Treasury. 

Peter Brighton, 

Broadway House, 

ToMU Street, SWl 


Away days 


From Mr John Boyle. 

Sir, I would offer revenge 
rather than “funk" as a motive 
for the continued avoidance of 
the airlines by seasoned busi- 
ness travellers. At last, we can 
see some way to get our own 
back for the continual "air traf- 
fic control delays” and other 
familiar hassles that - have 
made travelling by air such an 
ordeal over the past few years. 

Perhaps by avoiding airlines 
and airports for a while, we 
may persuade them to treat 
their customers like human 
beings 1 ' rather than cattle. It is 
good to think that the 
long-term car parks must be 
suffering, too. 

John Royle, ' 

13 Airedale Avenue, - 
Chiswick, W4 


specific and limited activity, 
namely the provision and cus- 
tody of general rules of con- 
duct, which are understood, 
not as plans for imposing sub- 
stantive activities but as 
instruments enabling people to 
pursue the activities of their 
own choice with the minimum 
frustration, and therefore 


something which it is appropri- 
aboi 


This contains the famous 
sentence: “In political activity, 
then, men sail a boundless and 
bottomless sea; there is neither 
harbour for shelter nor floor 
for anchorage, neither starting 
place nor appointed destina- 
tion.” The lecture also contains 
a well-known passage about 
political change following not 
from principles, but from “inti- 
mations” of an existing tradi- 
tion, or an incoherence in that 
tradition. Ideologies are just 
crude “abridgements” of expe- 
rience. All good Healeyism. 

But there Is far more to Oak- 
eshott than licence for politi- 
cians to follow their instincts. 
In the same volume, and in a 
similar spirit, is another essay 
on Rationalism in Politics in 
which he attacks the assimila- 
tion of politics to engineering 
and the resolution of “felt 
needs” in a series of crises. The 
rationalist is castigated 
because he cannot imagine a 
politics that does not consist in 
solving problems or a political 
problem which has no rational 
solution at all So much for the 
pre-election policy groups. 

Unlike Gray, Oakeshott 
believed that the task of the 
political theorist is to under- 
stand rather than to prescribe. 
An unfortunate result is that 
too little is known of Oakesh- 
ott’s positive views, which 
were far more clearly defined 
than some of the usual quota- 
tions would suggest. He 
believed that “governing is a 
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ate to be conservative about”. 

He later developed this 
insight into a clear-cut differ- 
ence between the view of the 
state as a “civil association” 
which held the ring for people 
to pursue their own activities, 
and tine state as an “enterprise 
association” embarking on pro- 
jects such as doubling the stan- 
dard of living or (far worse) 
improving the balance of pay- 
ments or standing up to Japan 
in world trade. His view of the 
state as a civil association was 
remarkably similar to that 
expressed by Hayek - except 
that Oakeshott did not try to 
prove that the civil association 
would also deliver high living 
standards, or that economic 
catastrophe would follow the 
confusion of the state's role 
with that of an enterprise. 

“One-nation" Tories who 
regard themselves as followers 
of Oakeshott almost invariably 
see the state as an enterprise 
association. But the Tory right 
would also part company with 
him if they were familiar with 
his repeated and justified 
assertion that war and nation- 
alism are the main promoters 
of the state-as-enterprise her- 
esy and enemies of the civil 
mode. Nor is the characteristic 
preoccupation of the Tory right 
with authority, deference, obe- 
dience, hierarchy and ruling 
classes to be found in Oakesh- 
ott and Gray. 

Whether these writers like to 
admit it or not, the ideal of the 
state as a civil association is 
that of classical liberalism, not 
conservatism. The fact that 
these are liberal and not con- 
servative traditions is 
suggested to me by the amount 
of time John Gray spends in 
his pamphlet rebuking Conser- 
vatives for trying to force on 
society a departed family ideal 
for pretending to ground their 
views in religious beliefs, or for 
not recognising the case for 
decriminalising drugs in the 
US. Eventually he will find his 
way back to classical liberal- 
ism; and the fact that there is 
no political party unequivo- 
cally associated with this 
belief, is, if anything, a source 
of strength. 

Works Cited : John Gray: A con- 
servative disposition. Centre for 
Policy Studies, 1991: Liberal- 
isms, Routledge, 1990; Denis 
Healey: The Time of My life, 
Michael Joseph, 1989; Michael 
Oakeshott: Rationalism in Poli- 
tics, Methuen, 1962; On Human 
Conduct Oxford, 1975. 
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Show biz and senators 


T he relationship between 
show business and 
American politics has 
always been intimate. 

Frank Sinatra kept John 
Kennedy amused until his 
business connections proved 
too troublesome. Warren 
Beatty was so close to Gary 
Hart that some.- wondered 
whether the film star wanted 
to be the presidential candi- 
date. or vice versa. Ronald Rear 
gan played the roles of actor 
and president with' disarming 
ease. 

The relationship t between 
politics and show business in 
the US also revolves around 
money. Because the costs of 
running for elective office are 
so high (a US Senate race alone 
can cost up to SiSm). Demo- 
crats and Republicans alike 
come to Hollywood, where 
their fund-raisers organise the 
S450.000 breakfast or the 
SlO.OOO-a-plate dinner. 

Ronald Brownstein, a 
national political correspon- 
dent with the Los Angeles 
Times, has delivered a thought- 
ful readable account of what 
he calls the “Hollywodd-Wash- 
ington connection”, as it has 
evolved since the age of the 
movie moguls in the late 1920s. 

Brownstein begins his story 
with Louis Mayer, the co- 
founder of MGM, who dabbled 
in politics with William Ran- 
dolph Hearst, the Californian 
publishing magnate, and his 
friend Herbert Hoover, the one- 
term Republican president. 
The pace picks up with the rise 
and fall of the anti-fascist Pop- 
ular Front in Hollywood, the 
McCarthyist backlash,, and the 
career of Helen Gahagan Doug- 
las. the one-time beauty queen 
who ran for the Senate in 1950. 

Throughout the: book, 
Brownstein, a former speech- 
writer for Ralph Nader, the 
consumer activist, is a shrewd 
observer of the foibles of lib- 
eral politicians. The commu- 
nists who infiltrated Holly- 
wood in the 1930s in the hope 
of using the film industry to 
influence public opinion are 
given short shrift; but so too 
are sympathisers such, as Lil- 
lian Heilman who. as late as 
1946, were still passing fawning 
motions in support of Stalin. 

The tone turns even more 
waspish when the author deals 
with the 1960s and 1970s, an 
age of Hollywood activism 
which saw film stars become 
increasingly assertive on 
behalf of presidential candi- 
dates. Brownstein is often very 
funny. He captures Shirley 


THE POWER AND 
THE GLITTER 
By Ronald Brownstein 

Pantheon Books. New York: S24S5 


MacLaine promising to cut the 
US defence budget by more 
than its total; In a later pas- 
sage. he sums up Jane Fonda, 
the rebel in search of a cause. 
“Fonda wanted something 
more pungent,” writes Brown- 
stein of ber marriage with 
Roger Vadim, the French 
movie director. “She bad 
already experienced cocktail- 
party revolution in the salons 
of Paris, raising a clenched fist 
while the maid cleared the 
hors d ’oeuvres." 

Above all, the author cap- 
tures the breathless self-impor- 
tance of the Hollywood set, a 
self-importance based on privi- 
lege. money, and a belief that 
in the modem age of imagery, 
symbolism and television, act- 
ors and actresses have some- 
thing special to offer and say. 

Shirley MacLaine summed 
up this view of the world dur- 
ing an interview with the New 
York Times in 1971: “What I’m 


Reagan played the 
roles of actor and 
president with 
disarming ease 


most interested in these days 
is manipulating the system. 
And today communications are 
more important than the poli- 
tics. 1 will unabashedly use my 
celebrity to try to influence 
people. I think this is a proper 
use of my power. I mean, what 
good does my turquoise swim- 
ming pool in California do any- 
body else?” 

The irony, of course, is that 
tbe only Hollywood figure who 
made it to the top turned out 
to be Reagan. His election to 
the White House in 1980 
stunned liberal Hollywood 
which could not imagine how a 
true conservative, let alone a 
B-movie actor, could win the 
presidency. 

Here again was an instance 
of the film stars believing their 
own rhetoric. To assume that 
Reagan prospered on stage- 
craft alone was a profound mis- 
take; as Brownstein says, Rea- 
gan was by 1980 a two-term 
governor of California, a strong 
runner in the 1976 Republican 
presidential campaign, and a 
man who addressed public con- 


cern about the drift of the 
Carter years. 

A more challenging question 
about Reagan’s success is this: 
how far has Hollywood's 
innate liberalism m ar gin a l ised 
its impact on national politics? 
What, in other words, are the 
stars and studios actually get- 
ting for their money? 

This is not something which 
Brownstein quite puts his fin- 
ger on. He is weak, for exam- 
ple, on the tax breaks and 
other favours which the 
motion picture industry has 
picked up as a result of effec- 
tive lobbying in Washington. 

Brownstein acknowledges 
that Hollywood does not set 
the tone of US politics; its sup- 
port, though often avidly 
courted, rarely proves decisive. 
So, he concludes: “Hollywood's 
participation in national poli- 
tics Is less important on who 
wins than for what it reveals 
about the mysterious interac- 
tion between culture and poli- 
tics, and how the rise of televi- 
sion as the dominant form of 
public discourse transformed 
American life since the Second 
World War." 

Here Brownstein offers 
observations, rather than con- 
clusions. Reagan, notoriously 
insensitive to civil rights 
issues, invited Michael Jack- 
son, the phenomenally success- 
ful black singer, to the White 
House. In 1984, the Reagan re- 
election campaign in 1984 
appropriated Bruce Spring- 
steen's rock album Born in the 
USA as its main theme (in 
spite of the record's criticism 
of unmet promises of the 
American dream). 

Yet all politicians are bound 
to piggy-back on something 
which has popular appeal, par- 
ticularly if they can manipu- 
late the message to their own 
ends. The Reagan campaign, 
worried about their candidate's 
age, inverted the Springsteen 
message and turned it into a 
raunchier version of Morning 
in America in a clever, calcu- 
lated appeal to younger voters. 

The wider lesson seems to be 
that, in the absence of party 
labels, US politicians need 
something extra to give them- 
selves definition. This is partic- 
ularly true of US national poli- 
tics; and it holds doubly good 
in a country where politics 
often comes second to making 
money and being left alone to 


enjoy the good life. Here, 


surely, Hollywood has some- 
thing to contribute. 


Lionel Barber 
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As a business traveller you may not 
realise how time-efficient and flexible 
caking your car with Sealink can be. 

Sealink offers you die - most 
comprehensive network of routes to 
the Continent and Ireland with the 
flexibility of over 25 crossings, a day 
to France alone. On board: you’ll 
find a range of facilities second-co- 
none, all designed to help you make 
the most of your travelling time. 


Relax (or work) in our exclusive 
Motorist Lounges, enjoy a meal in one 
of our restaurants, and if Holland or 
Ireland is your destination get a good 
night's rest in your own cabin, arriving 
refreshed early the following morning. 

For a brochure, and to book your 
Sealink crossing, simply ring 0233 
647047 stating you are a business 
passenger or contact your usual 
Business Travel Agent. 


Tel: 0233 647047. 
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Greenspan cautiously: optimistic on recovery 


By Michael Prowae in Washington 



Federal Reserve Board chairman Alan Greenspan 


THE US recession is likely to 
be “shorter and shallower" 
than most previous post-war 
downturns; r< Mr Alan Green- 
span, rhatfman of the US Fed- 
eral Reserve, said yesterday. 

Mr Greenspan expressed cau- 
tious optimism that substantial 
recent cuts in interest rates 
would revive US economic 
growth later this year. 

Delivering the biannual 
Humphrey-jHawkins testimony 
to Congress, however, he con- 
ceded that the US economy 
was not yet bottoming out 

There was a risk that frayed 
business ynd consumer confi- 
dence could interact with a 
weakened financial system to 
produce as further decline in 
the economy. His comments 
were putuh perspective by far- 
ther discouraging economic 
statistics-yesterday. 

The Commerce Department 
reported' a 13 per cent fail in 
housing starts in January — to 
the lowest level for nine years. 
The figures were much worse 
than expected and may depress 
hopes of recovery since con- 
struction is a sector that usu- 
ally leads other parts of the 
econozuyf 

Separate figures also showed 
a rise in the underlying rate of 


Mr Greenspan said it would 
be unwise to rule out the 
possibility that the recession 
would become “more serious 
than already is apparent”. 
The main danger was that 
the erosion of purchasing 
power and frayed consumer 
and business confidence 
stemming from the recession 
could interact with a weak- 
ened financial system to pro- 
duce a further decline of the 
economy, he said. Details 
Page 6 


consumer price inflation. 

Mr Greenspan took care to 
defend himself against charges 
of falling to act decisively 
enough to prevent a recession. 

He said the Fed had used all 
the tools at its disposal - in- 
cluding two cuts In the dis- 
count rate, to 6 per cant and 
an easing of banks' reserve 
requirements - to revive the 
economy. 

Questioned by members of 
the Senate Banking Commit- 
tee, however, he declined to 
say whether further monetary 
easing would be needed. 

Mr Greenspan said there 
would be no changes in the 
monetary targets for 1991 pro- 


EC aid package fails to satisfy airlines 


By David Gardner in Brussels 


THE EUROPEAN Commission 
yesterday approved a package 
of measures to help airlines 
bear the extra costs caused by 
the Gulf war. 

But the moveappears neither 
to have satisfied an industry 
struggling through its worst 
crisis for decades, nor entirely 
to have allayed fears that it 
might dent the EC's air liberal- 
isation programme. The details 
are as expected. 

The Commission will speed 
up changes in air fares, and 
member states are urged to fol- 
low suit. State aid to compen- 
sate for higher security and 
insurance costs, together with 
deferred air traffic control 
charges, will be viewed sympa- 
thetically. 

Airlines will be able to band 
together to share the costs of 
flying unprofitable routes with- 
out anti-trust action being 
taken, while landing and take- 
off “slots" they vacate as a 
result will not be forfeited. 

Member states are urged to 
reduce value added tax on air 
tickets to a maximum of 9 per 
cent, against a current high of 


19 per cent. But this looser 
regime will apply for only 
three months, after which 
requests for extensions will be 
scrutinised. 

“There is no question of a 
general indemnit y, 1 " sir Leon 
Brittan, EC competition com- 
missioner .said. “We will look 
with extreme suspicion at 
arguments which say we are 
still suffering from the after- 
math of the war". 

The Association of European 
Airlines (AEA) called the 
three-month limi t “a failure”, 
arguing that the measures 
would take time to implement, 
and that the airlines would 
have to go back to the Commis- 
sion very shortly afterwards. 

“We are disappointed," the 
AEA added, "not to find any 
indication of how to interrupt 
the process of EC legislation 
whenever it has a negative cost 
impact on the airlines." 

The problem is that liberalis- 
ation is supposed to have an 
impact on airline costs and effi- 
ciency. This will be the battle- 
ground after the Gulf war as 
airlines combat its after-effects 


on traffic, along with the reces- 
sion and- the consequences of 
their 1980s expansion. 

Liberalisation is meant to 
draw in lower-cost new 
entrants- to compete with the 
flag carriers, and. Commission 
officials say, will lead to a con- 
solidation of the European 
industry, through mergers and 
joint ventures, privatisations, 
and possibly failures, too. 

“We- are hound to move 
towards a system of regional 
feeders and hub airports," one 
official said yesterday. It was 
“always Implicit in the logic,” 
says another. 

EC deregulation so far has 
tried to open market access, 
stimulate price competition, 
and crack down on monopolies 
over routes. From now to 1993 
- and' beyond - the intention 
is that all airlines should be 
able to; set their own fares, pro- 
vided' ^competition rules are 
observed, to expand capacity at 
the dictate of the market 
rather than the fiat of local 
monopolies, and to have grow- 
ing access to the finite capacity 
of airports. 


Way paved to single life insurance market 


By Andrew Hill in Strasbourg 


THE EUROPEAN Commission 
yesterday paved the way for 
life insurers to sell their ser- 
vices and establish branches in 
all EC countries, putting in 
place the last building block of 
the single market in insurance. 

The Commission formally 
adopted the third directive on 
life assurance which, if 
approved by EC governments, 
will come into effect at the 
start of 1993. 

The directive, will enable 
insurance groups to operate 
freely throughout the Commu- 
nity according to their home 
countries' rules. 

It will also allow them to 
invest their resources any- 
where in the EC. 

Announcing adoption of the 


directive. Sir Leon Brittan, the 
EC commissioner responsible 
for the sector, said: “This is 
based once again on the princi- 
ple of mutual recognition and a 
single passport as a result, a 
single European market in 
financial services is becoming 
a reality." 

Draft EC legislation has 
already prepared the ground 
for non-life companies to sell 
services in all member states. 

Sir Leon said the directive 
would increase choice for con- 
sumers and “provide a marvel- 
lous launch pad for Europe's 
insurance companies to sell In 
world markets”. 

However, it may face opposi- 
tion from companies in some 
EC countries, notably Ger- 


many,: which want to retain 
control over premiums. 

Sir ^T*eon stressed that 
greater consumer choice would 
not mean diminished con- 
sumer-protection. The directive 
proposes a common set of prior 
ciples and consumer protection 
regulations. 

Among other safeguards, 
policyholders would still be 
protected under the laws of 
their country of residence or 
nationality. 

Member states would also be 
able to prevent the marketing 
of policies which were “against 
the general interest” as defined 
by the Court of Justice. In 
addition, policyholders would 
have a-14-30 day “coding-off” 
period' after a contract was 


agreed, in which to change 
their minds. 

The directive will mean that 
EC countries will no longer be 
able to force insurers to invest 
a proportion of their assets in 
public bonds. 

It will also lay down rules 
for the calculation of “techni- 
cal provisions” which compa- 
nies must hold against their 
potential liabilities. 

The directive will not 
restrict companies to particu- 
lar investments and will not 
oblige them to invest primarily 
within a single member state. 

However, it will include 
types of assets which can be 
acquired and the proportion of 
the company’s total assets 
which each type can represent 


EC accepts 
formula 


Continued from Page 1 
Negotiators do not expect fun- 
damental issues to be tackled 
for several months, possibly 
not until after the summer. 
Much depends on how rapidly 
the EC can move on the inter- 
nal reform of its Common Agri- 
cultural Policy. 

Having resolved the proce- 
dural impasse over agriculture, 
Mr Dunkel immediately called 
a meeting of the countries 
principally interested in liber- 
alising trade in textiles and 
clothing. 

This negotiation, which aims 
at dismantling the Multi-Fibre 
Arrangement (MFA) of bilater- 
ally agreed import quotas, 
which has governed trade In 
textile goods for more than 30 
years, is one of tbe most sensi- 
tive in the round. 

Mr Dunkel plans to hold 
talks in the next few days with 
negotiators in other areas on 
how to restart talks on ser- 
vices, intellectual property, the 
revision of Gatt rules, and on 
reductions in tariffs and other 
import barriers. 


Allies intensify ground raids in 
preparation for full-scale battle 


Continued from Page 1 
in comments by Mr James 
Baker, US secretary of state, 
who insisted yesterday that an 
end to the Gulf war hinged on 
fall Iraqi compliance with all 
United Nations resolutions. 

“Iraq must leave Kuwait 
immediately, totally and 
unconditionally and Iraq most 
comply fully with the other 
applicable Security Council 
resolutions,” he said. 

This reinforced the US view 
that any deal brokered by 
Moscow would have to 
embrace not merely with- 
drawal but all the UN resolu- 
tions including those dealing 
with reparations to Kuwait and 
securing peace and security in 
the area. 

Mr Baker was speaking as 
the Bush administration 
remained unusually quiet 
ahead of Iraq’s formal reply to 
Moscow’s peace initiative and 
amid increasing speculation 
about an imminent start to a 

full-scale ground offensive. 

Following further discus- 


sions with Mr Alexander Bess- 
mertnykh, the Soviet foreign 
minister;. Mr Baker added: 
“Now, one way or another, the 
Iraqi army of occupation will 
leave .Kuwait soon. And 
Kuwait will be liberated soon.” 

The contents of Moscow’s 
withdrawal proposals remained 
secret, indicating there was 
still room, for manoeuvre even 
though Kip« was running out. 
Arab diplomats noted the 
uncompromising tone of recent 
statements from the Saudi 
royal family implying the need 
to see anrend to Mr Saddam. 

The allies appeared confi- 
dent that the Iraqi armed 
forces were already severely 
weakened > despite Baghdad’s 
continued .defiance. Since the 
beginning of this week they 
have declared their readiness 
to launch A lightning invasion. 

One US. officer said some 
Iraqi armo ured units had 
begun to combine different 
models of Russian-made tanks, 
an unusual practice probably 
forced upon them by the 


destruction of numerous tanks 
in the air campaign. 

“Iraq’s military is hurting 
and hurting very badly,” Gen 
Norman Schwarzkopf, the US 
commander, said in an inter- 
view with the Los Angeles 
Times. “Oar assessment Is that 
they are on the verge of col- 


He and his colleagues 
emphasised, however, that the 
Iraqi army was still a force to 
be reckoned with. Yesterday, 
one American was trilled and 
seven injured when Iraqi artil- 
lery hit two Bradley fighting 
vehicles and a Vulcan mobile 
anti-aircraft gun in an engage- 
ment along the border. The 
Americans said they destroyed 
five tanks and 20 artillery 
pieces and captured seven pris- 
oners. 

Allied aircraft attacked a 
concentration of 300 vehicles at 
a logistics centre 100km north 
of the Saadi border, Brig-Gen 
Neal said yesterday, destroying 
28 tan fen, 26 other vehicles awl 
three ammunition damps. 


WORLDWIDE WEATHER 


visianally set last July. The 
target for M2, the most widely 
watched monetary measure, is 
for growth of between 2 % per 
cent and 6% per cent, slightly 
tighter than last year’s target 
of between 3 per emit and 7 pa 
cent 

In recent months, the Fed 
has been criticised for allowing 
M2 growth to slow almost to 
zero. Mr Greenspan said an 
easier monetary policy could 
not resolve the “market imper- 
fections” that were impeding 
the supply of credit to sound 
borrowers. 

This task would require reg- 
ulatory reforms, including 
addi tion al disclosure of infor- 
mation by banks and greater 
efforts by regulators to adopt 
“prudent and Hair” standards. 
Banks should also feel more 
able to borrow at below market 
rates from the Fad's “discount 
window". 

The Fed’s economic forecasts 
for 1991 indicate growth of 
between % per cent and 1% 
per cent, inflation of between 
3 X per cent and 4 per cent and 
unemployment peaking at 
between 6% per cent and 7 per 
cent These are broarflyin line 
with previous optimistic fore- 
casts by the White House. 


Progress has been slow but 
is already forcing airlines to 
review their costs. By July 
next year new capital and tech- 
nical requirements allowing 
airlines to operate are due to 
become EC law, and severely 
undermine the de facto airline 
monopolies of many states. 

Scheduled carriers would 
clearly like to be in the fittest 
condition to confront this freer 
market, and there are thus 
concerns now that the tempo- 
rary regime approved for the 
Gulf war could be extended, 
while governments shore them 
up financially. 

Yesterday, the French gov- 
ernment approved nearly 
$400m aid for Air France; on 
Monday, the Italian transport 
minister tried, bat for the 
moment failed, to get through 
a $300m package for Alitalia; 
and this week the Belgian gov- 
ernment is expected to approve 
a $lbn rescue for Sabena. 

The danger, as one Commis- 
sion official put it, is of “com- 
petition, not between airlines, 
but between taxpayers.” 

Capital for Air France, P4 


Bush unveils 
plan to lift 
US energy 
production 


By Peter Riddell, US 
Editor, in Washington 


PRESIDENT George Bush 
yesterday anuonneed 
far-reaching proposals to 
increase US domestic energy 
production, in order to reduce 
dependence on imported oiL 

Outlining the long-awaited 
National Energy Strategy, Mr 
Bush said the aim was to 
improve production and 
encourage conservation, while 
ensuring continued economic 
growth. He stressed the reli- 
ance on a market-based system 
to meet energy demand, and 
on increasing energy effi- 
ciency without im p osing new 
energy taxes. 

He added that the US was 
determined to minimise its 
dependence on foreign oil sup- 
plies. Before the Gulf war and 
the recession, oil imports 
accounted for nearly half US 
needs. 

The aim of the strategy is to 
reduce US demand for oil by 
3.4m barrels a day by the year 
2010, while increasing domes- 
tic supplies of oil by 3.8m b/d 
over the same period. 

The strategy chiefly focuses 
on increasing production, and 
includes proposals that oil 
drilling be allowed in the Arc- 
tic National Wildlife Refuge in 
the state of Alaska, as well as 
in certain areas on the Outer 
Continental Shelf. 

In addition, the licensing of 
nuclear power plants is being 
streamlined, to encourage new 
development after a long talL 
Regulations on natural gas 
pipeline constructions are also 
to be simplified. 

Mr James Watkins, the 
energy secretary, said the aim 
was to address the challenge 
of supplying necessary energy 
“without imposing harsh com- 
mand and control measures, 
such as taxes and restrictive 
regulations on business and 
industry, that would reduce 
our standard of living and eco- 
nomic competitiveness”. 

The plan involves introduc- 
ing alternative fuels and tech- 
nology, expanding tbe use of 
domestic natural gas and 
increasing vehicle efficiency. 

The widely leaked proposals 
have already been strongly 
criticised by PTiyi ranmAn taHs te 
for their encouragement of 
further development, rather 
than going farther down the 
path of stimulating conserva- 
tion and energy efficiency. 

There is pressure on Con- 
gress to do more, especially 
with regard to increasing Hie 
fuel efficiency of cars and 
encouraging the use of alter- | 
native and renewable fuel i 
sources. 1 

Republican as well as Demo- j 
cratic congressmen have called 
for a greater emphasis on con- 
servation and the revival of 
proposals such as the introduc- 
tion of federal energy stan- 
dards for lighting. 

The plan is the result of 
lengthy public hearings and 
has tea the subject of a vigor- 
ous internal debate within the 
Bush administration. Some of 
the president’s main economic 
advisers blocked proposals 
which would have increased 
costs to industry. 
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There was something rather 
piquant about the Bank of 
England yesterday rebuffing 
pressure for lower interest 
rates an hour after the UK 
recession was declared statisti- 
cally ntfirifaV R looks SS If the 
government, having been 
accused of too political an atti- 
tude to its ERM obl fgat foTHa fn 
tbe pest, is now bent mi prov- 
ing the opposite. The markets 
are almost crying out for a fur- 
ther half point cut* Money mar- 
ket rates are below 13 per cent, 
forward sterling is discounting 
very nearly 12.5 per cent 
within a month and the Hali- 
fax, Britain’s biggest building 
society, has just cut its first 
time buyers’ rate by 0.75 per 
cent in what looks like an 
overt attempt to increase tbe 
pressure. 

The one apparent snag 
remains sterling’s peseta rate, 
which is stfll very dose to its 
floor. But there is a detectable 
shift in official attitudes here. 
Sterling is only Z per cent 
below toe D-Mark central rate 
while tiie peseta is 4J> per emit 
above it For both countries, 

the BRM is raw a wkwi I rwirit in 

tackling their respective eco- 
nomic problems: threatened 
slump in the UK, continued 
overheating in Spain. But if it 
is the peseta which is out of 
line, it is Spain's job to correct 
it 

However much the UK gov- 
ernment now stresses the idea 
that its policy is a creature of 
the market, it must be sorely 
tempted to act There is even 
the political carrot of Abbey 
National promising yesterday 
that it too will cut its mortgage 
rates by 0.75 per emit as soon 
as base rates fan another half 
point With a fair wind, there 
could be a full point off by the 
Budget 


Lloyds Abbey Life 
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from life assurance. The Uoytg 

Bowmaker instalment c redi t- 

business is the fgjnaeotot- 
menl this. time; but the pwwt..., 
sions look realistic and 
ensure that the division ... 
rebounds in 1992 at the 
The estate agency shte. whfch 
did well to turn in asnj;..- 
profit last year, a also at n®..; . .. 
bottom of its cycle- 
The key to tbe share Face;--.- 
meanwhile - up a nother 4p 3TW“?~,’. 
terday at 377p - is dwidend Pd* . j - 
icy. The problem is the tow., 
level of cash earnings, wW* 1 .- - 
only just covered the payc»tv, 
for last year. The balance sheet , 
may be strong but the market . . 
vrifl have to wait a little longer , 
before dividends and earnings 
growth go hand in hand. 


programme which will double 
its asset base, to be financed 
largely oat of cash flow. A 
lesser company would terrify 
the market if it suggested 
annual spending of around 
£12bn, but Shell has net debt to 
equity of just 5 per cent. BP, 
storing at nearer 50 per cent, 
can only look on enviously. 

Shell ran afford to be less 
optimistic than BP about the 
oil price and should also be 
much better placed to grow its 
dividend. So the nagging ques- 
tion is why growth in the 
Royal Dutch dividend should 
have been held back at 3 per 
cent when it could easily have 
been a point higher. In recent 
years, sterling weakness 
against the D-mark bloc has 
nicely inflated the Shell Trans- 
port dividend. With the ERM 
supposedly puncturing that 
cushion, investors might ask 
whether Shell Transport is 
planning - to pay UK or Euro- 
pean dividends. If the latter, so 
much the worse for the shares. 


Shell 


The chemicals cycle aside. 
Shell had good reason to be 
pleased with its 1990 figures. 
The only thing worth a quibble 
was the L5 per cent drop to 
1£2 per cent in return on capi- 
tal. which Shell itself has been 
pushing as a measure of its 
performance. The company 
was also evasive about the 
probability that its start to 1991 
has been hugely profitable. It 
should finally be benefiting 
from higher European gas 
prices, while the fiat refining 
margins which helped push 
group net income up 8 per cent 
in the fourth quarter have 
grown even fatter, particularly 
in the Far East Despite loom- 
ing stock losses, the operating 
numbers are looking good. 

Tbe group is now embarking 
on a five-year capital spending 


Lloyds Abbey 

Lloyds Abbey Life's 8 per 
cent jump in yearly pre-tax 
profits is impressive. In partic- 
ular, the contribution from 
Black Horse Financial Services 
demonstrates how the group’s 
core strategy of tapping a cap- 
tive customer base is paying 
off. The group insists the pro- 
cess has further to go, so 
Lloyds Bank depositors have 
been warned. 

There are stfll some things 
which shareholders have to 
take an trust. One of these is 
the set af assumptions behind 
embedded value profits, 
though sceptics are perhaps 
forgetting just how fat margins 
are when business comes 
through the branches. Another 
is the extent to which poor 


quality earnings elsewhere in 
the group will eventually dis- 


the group will eventually dis- 
tort the steady flow of profits 


UK construction : V ; 

A month ago, many share. - . " 
prices in the UKconstructfon 
sector seemed simply to 
begging for investors’ money. 

If the buyer was looking 
issues trading at historical^ j. 
low valuations but hJgmy. . 
geared to failing interest rates, 
a pick-up in the housing mar-: 
ket or the rebuilding of '- 
Kuwait, then such as Wimpey, 
Tarmac, Taylor Woodrow, Be* ; - . 
land. RMC and Costain cried. - 
out for attention. The rally has v 
happened. WImpey’s share s are ' . = 
fetching about 17 tim es lflce{y^'.~ 
1990 earnings , Tannac’s about , ; 
16. Even the heavy building ^ 
materials companies hav e pat , V. 
on a sport, leaving Blue Ctrete 
y ielding less than 5 per cent 

To claim this will ^nd in :■ 
tears would be silly. Yester- 
day's news of a 19 per cent 
drop in construction orders in .. 
1990’s final quarter wafr~:a : - 
reminder of how badly the 
industry is suffering: but the ' 
pain was already reflected _ia_' - 
the low prices building shares' . 
reached in January. The real — 
grounds for caution stem from * . . 
the fact that questions about 
individual managements must; 
reassert themselves soon. 

The simple stones are the 
strong balance sheet building 
materials companies like Bed-, 
land and RMC. astutely post: , 
tioned in growing overseas ter- 
ritories. As for Tarmac, its 
endowment of fundamentally 
sound businesses should give it 
the base for the strategic reo- 
rientation it probably needs. . . 1 
But the two b uilding sectors . 
contain many companies 
which in the 1980s put almost 
all their eggs in just two bas- 
kets: UK housebuilding and ' 
commercial property develop- 7 .. 
ment. These are not going to \ 
be growth businesses in the 
1990s. Many in the industry 
must do a great deal of think- 
ing about where else to go. 
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Write away. 



Morgan Grenfell’s Ptersonal Equity Plan, “Freeway PEP,” allows you to invest up 
to £3,000 into a selection of Morgan Grenfell’s unit trusts, entirely tax free. 

The time is right to invest now. We believe the UK Stock Market currently ’ 
looks undervalued, offering exciting buying opportunities and good potential 
returns. In addition, while stocks last, if you invest the maximum of£3,000 you 
will receive a special Personal Portfolio Folder absolutely free. But hurry " 
our offer must end on April 5th. 

You should remember that the value of a PEP and the income ft„ m it mav 
go down as well as up and that tax levels or reliefs may be subject to change. 
You may not get back the amount you originally invested. ■ . 
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Yorkshire hit by 
strength of sterling 

Yorkshire Chemicals, 

n the UK-based dyes, 

I — v /Sk tanning materials 

| t if lV and speciality chemt- 

I f § Ir / I cals company which 

1 \ y 1 I- 9 exports more than 90 

\ ^ — per cent of its output, 

^ 7 suffered from the 

strength of sterling in 
the second half of 
last year. It made pre-tax profits of £1 0.79m 
(S21m) in the year to December 31, an increase 
of 12 per cent, while turnover was 17 per cent 
higher at £74.93m. Philip Lowe, chairman, said 
Yorkshire’s search for acquisitions is “ concen- 
trated upon companies that specialise in 
leather finishing products, textile process 
chemicals and pigment dispersions." Page 22 

Funds pumped into Soviet oil 

The Soviet government is pumping Rbs25bn of 
extra investment into the country’s ailing oil 
industry this year. The move is aimed at pre- 
venting a further collapse of production. At the 
same time, special regulations have been 
approved allowing the oil workers of Western 
Siberia, the country's biggest oil field, to keep 
extra hard currency earnings from oil exports 
in an effort to improve their living conditions. 
Page 24 

Technophone scales up 
Mmmmmm &S Last week’s sale by Nils 
* Martensson (left) of 
Technophone, the hand- 
held cellular phone com- 
pany he founded in 1984, 
to Nokia, the Finnish , 

electronics manufac- i 

turer, was motivated by 
a need to generate effi- 
ciencies of scale. In the 
face of tumbling handset 
prices and soaring R&D 
— . costs, Nokia and Tech- 
nophone. — which employs 750 worldwide and 
has manufacturing facilities in Camberley and 
Hong Kong — are likely to see a steep rise in 
output this year. David Owen reports. Page 21 

Caution takes over among 
Japanese regional banks 

Oita Bank had grand plans. Based in the small . 
southern Japanese city of Oita, it was tom 
between New York and Hong Kong as a first 
foreign office, and had become newly aggres- 
sive in lending to Japanese companies far 
from its. hometown. But, like other Japanese 
regional banks, its ambitions are being 
replaced by moire modest goals. It has 
deferred-a decision, on foreign expansion and 
has even become more cautious about lending 
to Japanese companies. Robert Thomson 
reports on pressures facing the regional -banks 
of Japan. Page 18 _ . 

Gandhi buoys Bombay market 

_ _ — i Signs that Rajiv Gandhi 

India and his Congress party 

Bombay SE 30 Wax might be staging a poilti- 

12001 i cal comeback helped lift 

the Bombay Stock 

Exchange 30-share 

1100 M I index 10.0 per cent ear- ' 

il Her this week. Another 

innn /Lr - factor in the current 

• ut market rally is the 

* strong buying of cement 

gflfl i I -shares. Indian building 

Jan 1B81 Feb materials companies are 

— ~ — ' thought likely to benefit 

from an upsurge in demand for reconstruction 
projects after the end of the Gulf war, R.C. . . 
Murfhy "reports. Page"36 
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Square D shares soar on $1.8bn bid 


By Martin Dickson in New York and George Graham In Paris 


SHARES in Square D, the US 
manufacturer of electrical prod- 
ucts, soared yesterday following 
a Sl.flbn bid for the company 
from Schneider, the French elec- 
trical equipment group. 

Square D revealed on Tuesday 
night it had received a $78-a- 
share bid proposal, but its initial 
response was far from enthusias- 
tic. 

Mr Jerre Stead, chairman, said 
the board would review the pro- 
posal “in due course** but 
believed that it was in the best 
interests of the company and its 
shareholders to “continue to 
operate as an independent com- 
pany and pursue its long-term 
strategic plan". 


Square D‘s stock shot up at the 
opening of the New York Stock 
Exchange and by lunchtime was 
trading at $72%, up $21% from 
the overnight level, on volume of 
over 2m shares. 

The company has been a 
rumoured takeover target since 
last autumn, and three months of 
unusually heavy trading are 
believed to have left many of its 
shares in the hands of Wall 
Street arbitrageurs, who speci- 
alise in bid stocks, rather than 
long-term investors. 

A takeover would represent a 
significant expansion by Schnei- 
der into the US market, and 
would continue one of the most 
marked international bid trends 


of the past year - a wave of 
French acquisitions of large 
American targets. 

Mr Didier Pineau-Valenci- 
ennes, chairman of Schneider, 
revealed he had been discussing 
a link-up with Square D for two 
years and had made a presenta- 
tion to the company's board in 
September. 

Square D. based in Palatine, Ill- 
inois, Is estimated to have over a 
fifth of the US market for electri- 
cal distribution equipment, as 
well as a strong presence in 
industrial controls. Net earnings 
last year were $I20.7m. or S434 a 
share, on sales of $l.65bn. 

The company was viewed for 
much of the 1980s as a large but 


German spotlight falls 
on Osram of the UK 

Michael Skapinker on Siemens’ plans for the 
British lighting business it recently re-acquired 

A fter the first World War, January last year. Between 1986 niques, more of a focus on p 
the UK government and 1990, Siemens took the tech- ductivity as an essential part 
expropriated tbe British nological lead in the partnership the business, and better mart 


A fter the first World War, 
the UK government 
expropriated tbe British 
interests. of Siemens Brothers. 
The German group's Osram light- 
ing brand was acquired by the 
General Electric Company of the 
UK, which renamed it Osram- 
GEC. 

In the past five years, Siemens, 
which still owns the Osram name 
in the rest of the world, has been 
buying the UK business back. 

Yesterday, it wrapped the pro- 
cess up, announcing that the 
Osram light fittings factory In 
Bir mingham would be integrated 
into its worldwide fittings busi- 
ness. The UK plant will be elec- 
tronically linked to Siemens' Ger- 
man factory to facilitate 
computer-aided design and manu- 
facturing. 

The fittings business, with 300 
employees and a turnover of 
£25m, will operate separately 
from Osram 's UK light bulb and 
tube manufacturing business, 
which has 1,500 staff and sales of 
£75m. 

Mr Eckart Star, the German- 
based general manager of Sie- 
mens' lighting systems division, 
says he intends to spend £5m 
modernising the Birmingham 
plant over the next three years. 
He concedes that these are not 
the happiest times for UK-based 
companies, but says that his 
long-term aim is to expand the 
business. 

Siemens has had time to 
become familiar with the Osram 
business in Britain. In 1986, the 
German group acquired a 49 per 
cent interest in Osram-GEC, with 
an option to buy tbe remaining 
share. Siemens purchased GEC*s 
outstanding 51 per cent stake In 


January last year. Between 1988 
and 1990, Siemens took the tech- 
nological lead in the partnership 
with GEC, concentrating on new 
product development and upgrad- 
ing the UK manufa cturing facili- 
ties. 

During the period of joint own- 
ership, GEC and Siemens 
invested £18m in the Birmingham 
fittings factory and at the light 
making plants in Wembley, north 
London and Shaw, near Oldham. 

Siemens managers are polite 
about the Osram company they 
found in the UK. The financial 

Productivity at 
Osram-GEC was up 
to 20 per cent lower 
than at Osram in 
Germany 


controls were strong, as was to 
be expected in a GEC company. 
But there were differences 
between the British company and 
the Siemens-owned Osram sub- 
sidiaries elsewhere hi the world. 

“People from GECs head office 
very seldom visited Osram-GEC," 
says Mr Alan Mills, managing 
director of Osram in the UK. 
“Now it would be an unusual 
week when I did not have a Ger- 
man visitor.” 

Mr Mills is an old GEC hand 
who will not hear a word spoken 
against his did company. Never- 
theless, he says that productivity 
at Osram-GEC was up to 20 per 
cent lower than at Osram in Ger- 
many. Since Siemens acquired its 
stake, he says, Osram in the UK 
has had “better production tech- 


niques. more of a focus on pro- 
ductivity as an essential part of 
the business, and better machin- 
ery.” Under GEC, be says, there 
was for less product development 
than at Osram in Germany. 

Mr Mills will continue to run 
Osram’s light making activities 
in the UK, but not its fittings 
company. The fittings business 
will be headed instead by Ger- 
man managers. The managing 
director will be Mr Norbert Zipt 
who 1ms been in charge of fit- 
tings in the UK since October last 
year, and the finance director 
will be Mr Maic Kdttschau, previ- 
ously with Siemens South Africa. 

“I don’t have the people avail- 
able here in the UK for these 
positions” says Mr Goetz Stein- 
hardt, finance director of Sie- 
mens in the UK. “I needed to set 
this up very quickly and I needed 
people who knew the business. 
But they have three-year assign- 
ments and during this time we 
will bring local people up to 
speed.” 

The decision to split the manu- 
facture of lights and- of fittings 
might seem an odd one. Lighting 
companies today speak of the 
importance of offering customers 
“lighting solutions” which take 
account of the needs of their 
offices or factories. Would it not 
be better for Siemens to offer its 
UK customers tbe complete ser- 
vice - fittings and lamps (bulbs 
and tubes) - rather than expect- 
ing companies to buy them sepa- 
rately? 

“Lamps and fittings have 
always been split in Siemens,” 
says Mr Stor. “The techniques for 
manufac turin g lamps and their 
sales channels have always been 
very different from the manufac- 


Rhone-Poulenc profits fall 
by two thirds to FFrl.lbn 


By George Graham in Paris 

PROFITS plunged by two thirds 
last year at Rhdne-Poulenc, the 
leading French state-owned 
chemicals group. The declining 
dollar reduced the company’s 
earnings from North American 
subsidiaries and brought fierce 
competition from dollar zone pro- 
ducers. 

Rhone said net attributable 
profits dropped 64 per cent to 
FFrl.lbn ($216m), despite 
EFrl^bn of extraordinary profits 
from the sale of subsidiaries, 
financial investments and build- 
ings worth a total of FFr5 -2bn. 

Eight months of earnings from 
Rorer, the US pharmaceuticals 
company acquired by Rhdne last 
year, were included in the 
results. But operating profits fell 
23 per emit to FFr5.69bn. • 

But Mr Jean-Rend Fourtou, 


Rhine’s chairman, said the 
group’s focus on health and agri- 
cultural chemicals, which are rel- 
atively immune to the recession 
hitting most chemicals compa- 
nies and which will account for 
over 60 per cent of operating prof- 
its this year, would enable it to 
increase its operating margin by 
20 per cent in 1991 and by at least 
as much in 1992 and 1993. 

He said the return from Rorer 
would already more than cover 
its considerable financing cost 
this year. 

Rhdne plans to cut the divi- 
dend on both its ordinary shares 
and its preferred non- voting 
stock by FFr7 to FFr20.15 and 
FFr25,15 respectively. 

Mr Jean-Pierre Tirouflet group 
finance director, said the swing 
into loss of Rhone's Brazilian 


subsidiary had brought a 
FFr880 m deterioration in 1990 
operating profits, while the effect 
of the weaker dollar accounted 
for a further FFr750m decline. 

Group sales volumes fell by 0j6 
per cent during 1990 and prices 
came down by an average of l 
per cent in difficult market condi- 
tions. 

As a result of tbe integration 
for the first time of Rorer and a 
number of other acquisitions, 
however, the value of sales rose , 
by 8 per cent to FFrtR8bn- 

Net financing costs rose by two 
thirds to FFrSJibn, while pay-outs 
on the wide range of hybrid 
debt-equity instruments that 
Rhdne has issued in recent years 
to finance its acquisition pro- 
gramme fell 21 per cent to 

FFr845m. 


Nordbanken withholds dividend 
as pre-tax result dives to SKrlm 


By John Burton in Stockholm 

NORDBANKEN, Sweden's 
second largest commercial bank 
group, yesterday reported a pre- 
tax: profit of SKrlm ($180,000) for 
1990. a sharp foil from earnings of 
SKr3.2bn In the previous 12 
months. The company has with- 
held a dividend, after paying 
SKr3 last year. 

Profitability, after a nominal 30 
per cent tax payment, shrunk 
from 17.3 to 4 per cent, for below 
that of its main rivals. Svenska 
Handelsbanken with 222 per cent 
and Skandinaviska EngWlda Ban- 
ken (S-E-Bankea) with 11 £ par 
cent. 

The results were blamed on 
credit losses and provisions of 
$Kr4^bn, a five-fold increase 
.since 1989. 

State-controlled Nordbanken 


suffered the worst among the big 
Swedish banks from the recent 
collapse of several finance and 
property companies. These 
accounted for half of Its credit 
losses. Operating profit was 
SKr855m, down 74 par cent The 
profit, however, virtually disap- 
peared after the inclusion 
of extraordinary costs, among 
them a SKrS65m reservation for 
the liquidation of ALI Finance, 
a London-based transport leasing 
company affiliated with the 
bank. 

The accum u l a ting credit losses 
forced the government, which 
owns 70 per cent of the capital, to 
dismiss Mr Rune Baraeus, Nord- 
banken president, and other 
senior executives including chair- 
man, Mr Tony Hagstrom, and 


most board members at Christ- 
mas. 

The bank’s result before the 
credit losses climbed 30 per cent 
to SKr5.9bn. Adjusted income 
rose 18 per cent to SKrll.8bn, 
while costs, excluding credit 
losses, increased 17 per cent to 
SKr6.7b!L Total assets amounted 
to SKr4llbn. 

Skandinaviska Enskilda Ban- 
ken. Sweden's hugest commercial 
bank group, announced on Tues- 
day that its pre-tax profit fell 36 
per . cent to SKr2.92bn. The foil 
was attributed to mounting 
credit losses of SKrl.4bu- 

Third-ranMng Svenska Han- 
delsbanken, however, was able to 
limit loan losses to SKr623tn and 
reported a 17 per cent rise in 
operating profit to SKr4J>bn- 


conservative manufacturer of cir- 
cuit-breakers, with a lacklustre 
profits record, but over the last 
years it had undergone a 
shake-up aimed at raising its pro- 
file in the market for sophisti- 
cated electronic systems for fac- 
tories. and at building a stronger 
international presence. 

The French group is present in 
many of the same sectors as 
Square D through Merlin Gerin, 
its main electrical distribution 
subsidiary, and through Tel£rae- 
canique. its industrial automa- 
tion offshoot. 

Schneider said its bid proposal 
was subject to the approval of 
Square D's board. But the French 
company, which has a record of 


hostile bids, is thought likely to 
launch a tender offer even if its 
overtures are rejected. 

Schneider said the offer valued 
Square D at 10.6 times its earn- 
ings before tax and financial 
expenses, and at 17.1 times its 
folly diluted earnings. It was 55 
per cent higher than last week’s 
closing price for Square D shares. 

“We t hink it would give stock- 
holders an immediate dividend 
which they might not be sure of 
In the future, given that their 
company is not spending enough 
on research and is not interna- 
tional enough,” Mr Pineau-Valen- 
ciermes said. 

Schneider hots up the pace, Page 
16; Markets, Page 36 



Lit up by Siemens: the Lloyd’s building In London 


tore and marketing of light fit- 
tings. Lamps are more of a com- 
modity than light fittings. In the 
fittings business you give cus- 
tomers advice and come up with 
a system for them. Around 30 per 
cent of our fittings in Germany 
are made to order for the cus- 
tomer. The majority of those fit- 
tings are sold without lamps.” 
Siemens, which was responsi- 
ble for the lighting of both the 
Lloyd's building and tbe restored 
Billingsgate market in London, 
intends to use the British com- 
pany to increase its 5 per cent 


share of the UK fittings market. 
Siemens estimates that the 
European light fittings market 
is worth about £2bn a 
year. 

Germany, the largest market, 
accounts for about 28 per cent of 
that, with the UK in second place 
with 20 per cent, well ahead of 
France with 14 per cent. Siemens 
believes that the two market 
leaders in the UK. Thorn Light- 
ing and Philips, have about 30 
per cent and 10 per cent of the 
British fittings market respec- 
tively. 


Royal 
Dutch 
drops 
to £3bn 


By Deborah Hargreaves 
in London 

WORLD OIL prices could fall 
when the war in the Gulf is over, 
but recover in a few months. Sir 
Peter Holmes, chair man of Royal 
Dutch /Shell, the Anglo-Dutch oil 
group, said yesterday. 

The lower prices fall initially, 
the quicker producers in the 
Organisation of Petroleum 
Exporting Countries will get 
together to firm the market, he 
said, and they need prices In the 
$17-520 a barrel range. 

Shell yesterday reported a 
jump of 8 per cent in its net 
income for the final quarter of 
last year to £963m ($1.87bn) from 
£892m in the same 1989 period, 
on a current cost basis which 
eliminates stock gains and 
losses. 

But higher oil prices and an 
improvement in Shell's refining 
business were not enough to off- 
set a poor performance by its 
chemicals division, higher tax 
charges and currency losses. 

The company showed a drop of 
16 per cent in its earnings for the 
foil year to £3.01bn from £3.58bn 
in 1989. 

Sir Peter said the current oil 
price of just over $17 a barrel 
probably contains a war pre- 
mium of around $1 a barrel for 
the slight risk that Saudi 
Arabia's big export terminal at 
Bas Tammrah might be hit 

Shell’s exploration and produc- 
tion division saw its slice of prof- 
its rise by 49 per cent last year 
on a current cost basis to £1.8bn, 
largely due to the increase in oil 
prices in the second half of the 
year. Crude oil output was 4 per 
cent lower than in 1989 at !.9m 
barrels a day (b/d). 

The company said it had lost 
70,000 to 100,000 h/d output from 
the Brent field in the North Sea 
last year as it shut down facili- 
ties for maintenance, but that 
this production should be 
restored to previous levels in the 
current year. 

Shell saw an improvement in 
its refining operations especially 
in the Far East where demand 
remains strong. Downstream 
income was up 22 per cent last 
year to £1.74bn. 

Sir Peter said there would con- 
tinue to be pressure in the refin- 
ing system east of Suez after a 
recovery in demand over the 
past three years. The loss of 
Kuwait’s oil refineries could lead 
to a marginal shortage of prod- 
ucts when the war is over. 

Despite the news that the divi- 
dend will be increased over 9 per 
cent to 20.1p for the year, the 
shares drifted down 4p to 464p. 
Lex,- Page 14 


THE RIGHT STRATEGY 
FOR THE 9 O’S 

“I am pleased to report an increase in profits after tax. for 1990 
from £197.9m to £210. lm. Strong advances in sales and 
profits were achieved in our businesses selling insurance 
products to the customers of Lloyds Bank and in our German 
Life Company 

The first two years of our enlarged Group's life have 
been managed in a period of prolonged and deteriorating 
economic conditions. Although there is little prospect of an 
early improvement in the economy we believe the strategy 
of our Group is the correct one and will be reflected in our 
future earnings performance." 

Michael Hepher 
Chairman 

SUMMARY OF RESULTS 
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Polly Peck tropical fruit 
unit interests Geest 


By Clay Harris in London and Nikki Talt in New York 


GEEST, the fresh produce 
group which imports 60 per 
cent of the bananas sold in the 
UK, said yesterday it would be 
interested in buying Del Monte 
Tropical Fruit if Polly Peck 
International’s administrators 
put it up for sale. 

Mr David Sugden, chief exec- 
utive. emphasised Geest 
wanted to buy all of Del Monte. 
He ruled out a deal with Chi- 
quita Brands which would give 
the US banana group control of 
Del Monte's Latin American 
plantations. 

On Tuesday, Chiquita was 
reported to have told US ana- 
lysts that it had offered 
between $400m and $500m for 
Del Monte's plantations and 
Asian distribution business. It 
suggested that an unnamed 
partner might want to bay the 


European and North American 
distribution arms. 

Polly Peck’s administrators, 
meanwhile, stuck to their firm 
denials that Del Monte is for 
sale. It is the linchpin of their 
hopes of resuscitating the 
wider group which collapsed 
last year. 

Geest wants Del Monte’s 
Latin American assets to diver- 
sify its sourcing from Domin- 
ica. St Lucia, Grenada and St 
Vincent The high-cost Carib- 
bean bananas lose their pro- 
tected status when European 
Community markets are 
opened after 1992. 

Mr Sugden's remarks harden 
previous statements which 
said only that Geest “would 
have to consider" Del Monte. 

Polly Peck bought the Del 
Monte bananas and fresh pine- 


apple business in 1989 for 
$885m. Although Geest Is val- 
ued at £201m ($39L9m) Mr Sug- 
den said it would have no diffi- 
culty in financing a takeover. 

He noted that Del Monte had 
sold nine ships for £142m since 
the Polly Peck acquisition. 
Albert Fisher Group, the UK 
fresh produce company, has 
also expressed interest in Del 
Monte. 

Yesterday in Florida, Del 
Monte claimed it had been 
“inundated by vendors and 
customers asking what is hap- 
pening” after Chlquita's brief- 
ing on Tuesday. In the absence 
of a widely publicised retrac- 
tion by its rival, Del Monte 
r eaffir med plans for legal 
action. 

Chiquita was still unavail- 
able for comment yesterday. 


Skopbank posts 17.7% decline 


SKOPBANK, a commercial and 
central bank for Finland’s 150 
savings banks, said that con- 
solidated profit before appro- 
priations, taxes and minority 
interests fell in 1990 by 17.7 per 
cent to FM305.3m C$84 .6 m), 
against FM370.8m the previous 
year. 

Skopbank, whose profitabil- 
ity has been undermined by 
plunging share prices and high 
Helsinki interbank offered 
rates (Hetibor). registered an 


Jyske Bank in 
DKr202m loss 

JYSKE Bank, Denmark’s third 
largest commercial bank, 
suffered net losses of DKr202m 
(USS35mj compared with net 
profits of DKrl4m last year. 
Losses and loan provisions for 
1990 rose to DKr898ra, which is 
more than twice the figure of 
the previous year, writes 
Xueling Lin in Copenhagen. 

The Jutland-based bank has 
been hit, like the other major 
Danish banks, by the surprise 
collapse last autumn of the 
Northern Feather Group, the 
largest bedding, home furnish- 
ings and textile company in 
Denmark. Losses related to 
Northern Feather alone 
accounted for DKrlQOm. 


operating loss of FM339 .3m last 
year compared with a profit of 
FM373.7m in 1989. The bank's 
pre-tax profit result was saved 
by FM644.6m in extraordinary 
items, which was mainly 
attributable to the sale of real 
estate. 

Consolidated income from 
financial operations fell by 14.4 
per cent to FM645.2m. Credit 
write-offs dropped to FM14S.5m 
from FM 158.7m. Credit losses 
in 1988 reached FM49-9m. 


Of all the Finnish banks, 
Skopbank has been one of the 
hardest hit by tumbling share 
prices and deregulation. The 
bank was heavily involved in 
investment banking during 
1984-88. 

Earnings per share also 
plummeted to a loss of FM4.64 
from a profit of FM1.92. Return 
on equity also fell to a loss of 
9.5 per cent from a profit of 6.6 
per cent The board will not 
propose a dividend for 1990. 


Trygg-Hansa Liv dips 32% 
as premium income slides 


TRYGG-HANSA LTV. Sweden’s 
biggest life insurance com- 
pany. yesterday reported that 
operating profit fell by 32 per 
cent to SKr2.38bn ($427m) for 
1990. while premium income 
declined by 5 per cent to 
SKr6.8bn, writes John 
Burton. 

Trygg-Hansa, which recently 
merged with the Swedish pen- 
sion insurance fund SPP, said 
the downturn in premium 
income had been expected 
since the volume of single-pre- 
mium capital insurance con- 
tracts had been abnormally 
high in 198 9 due to favourable 
tax rules then prevailing. 


However, Trygg-Hansa said 
it had outperformed the indus- 
try average with the combined 
premium income for all Swed- 
ish life insurance companies 
decreasing by 15 per cent In 
1990. 

This was because it had 
signed fewer single-premium 
policies than its competitors. 
Profits were also affected by 
the fallin g value of shares and 
other financial investments. 
Adjusted income from the capi- 
tal markets fell by 12 per cent 
to SKr3.5bn, while the market 
value of its investment assets 
declined by 2 per cent to 
SKr59bn. 


Underlying 
tone firm 
at Time 
Warner 

By Karen Zagor 
In New York 

TIME WARNER, the world’s 
biggest media and entertain- 
ment company, posted strong 
underlying fourth-quarter 
results. However, expenses 
related to the merger of Time 
Life and Warner Communica- 
tions pushed the company into 
the red. 

The net loss for the three 
months to December 31 was 
334m, car 33.08 a share, against 
$Z75m, or 35.52, on a pro 
forma basis in 1989. Revenues 
in the quarter rose to $3J29bn 
from $3.Q9bn. 

The company's film, 
recorded music, cable televi- 
sion, publishing and other 
businesses were profitable in 
the quarter, generating operat- 
ing income of 3354m, com- 
pared with 3126m a year ear- 
lier on a pro forma basis. 

But the group has huge 
interest expenses on its 31lbn 
of debt, and has been charging 
off related interest expenses 
and amortisation costs each 
quarter as a result 
Earnings before interest, 
tax, depredation and amorti- ! 
satiou (EBITDA) were 3634m 
in the 1990 quarter against 
3574m a year earlier, exclu- 
ding a loss of S162m from 
Scott, Foresman, which was 
sold in December 1989. 

Wall Street reacted favoura- 
bly to the results, and shares 
in lime Warner added $1 to 
$110% at mid-session in a 
declining market The stock 
traded at $71% after the com- 
pany released its third-quarter 
results in October. 

Mr Steven Ross, chairman, 
said the results were pleasing, 
given the slow US economy. 
He added that 1990 was the 
best year ever for four of Time 
Warner’s businesses - filmed 
entertainment, recorded 
music, cable and Home Box 
Office. “We look forward to 
continuing growth in 1991.“ 
Although EBITDA at Time 
Warner’s magazine division 
fell to $280m in the year from 
3318m, the company attributed 
it to the start-up costs of 
Entertainment Weekly. 

For the whole of 1990, the 
company recorded a net loss of 
3227m, or $13.67. against 
3432m. or S17.29, on a pro 
forma basis. 


This announcement appears as a matter of record only. 


GUINNESS PLC 


has acquired 


La Cruz del Campo S.A. 
and its subsidiaries 


The undersigned acted as 
financial advisors to 
Guinness PLC: 
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M R Didier Fineau-Va- 

lenri win gs, chairman 

of Schneider, the 
French electrical engineering 
and construction group, has 
spent the past two-and-a-half 
years eyeing the US; and for 
much of this time be has been 
in. discussions with Square D, ~ 
the leading US electrical distri- 
bution manufacturer. ' 

The talks have been friendly 
but fruitless, so Mr Pinean- 
Valendermes has decided to 
take matters into his own 
hands with a SL8bn cash bid. 

“Square D’s board has 
appeared to share our views on 
the development of the market, 
but every time the stumbling 
block was that they wanted to 
remain independent - and we 
got the gamp answer again on 
Tuesday,” Mr PLoeau- Valenci- 
ennes said yesterday. 

Schneider's decision to 
launch the $78-a-share bid was 
triggered by two factors: the 
slowdown in the electrical 
equipment market, which has 
greatly increased competition 
and which Mr Plneau- Valenci- 
ennes expects to accelerate the 
process of restructuring in the 
industry, and the speculation 
surrounding Square D’s shares, 
which have been heavily 
traded in recent weeks. 

“The faithful stockholders 
such as the pension funds have 
mostly sold their shares, so the 
company is now in the hands 
of the arbitrageurs. Anyone 
could have crane along, so 1 
preferred to make this friendly 
proposal before something hap- 
pened that we could not con- 
trol," Mr Pineau-V alendennes 
said. 

The longer-term reasons for 
the bid, however, remain the 
gamp that he has been explain- 
ing both to Square D's board 
and to Paris financial analysts 
for the past two years. 

Mr Pineau-Valenciennes 
used to be known in France as 
“Doctor Attala” for his slash 
and burn tactics in overhaul- 
ing the limping Empain- 
Schneider business empire in 
the early 1980s. Now he has 
rebuilt a group centred on four 


main ~ subsidiaries: Merlin 
Gerin in electrical distribution 
equipment. Tetemec&mque in 
Industrial automation compo- 
nents, Jeumont Schneider in 
electrical generation and 
power drive equipment, and 
Spie Batignolles in contracting 
!. and civil engineering. 

■~“We really think there is an 
intemationalisatibn of our 
businesses. The globalisation 
which started ab out fi ve years 
ago is now accelerating East." 
he says. 

This analysis appears to be 

George Graham 
looks at the 
attempts by the 
French group to 
find a way into the 
US electrical 
equipment market 

borne out by the arrival in 
force of Emerson, the US elec- 
tricals group, to compete with 
Merlin G§rin in some of the 
European markets it has domi- 
nated until now. 

Mr Pineau-Valenciennes 
argues, however, that it is now 
just the companies which are 
becoming inter nati o nal prod- 
ucts, too, are now being devel- 
oped for worldwide sale, and 
this entails a much greater 
need for investment in 
research. He compares -Square 
D's S50m research expenditure, 
around 3 per cent of sales, 
unfavourably with the 8 per 
cent of sales Schneider devotes ' 
to research. 

“We can bring them the new 
products they need." he says. 

It also means, however,' a 
reversal of the recent trend in 
the electrical equipment indus- 
try for manufacturing to be 
shifted to lower cost countries. 

“Delocalisation is no longer 
the answer the answer is the 
concentration of production, 
with wide markets to amortise 
costs," Mr Pineau-Valenci- 
ennes explains. 


Lloyds Abbey Life advances 8.2% 


By Eric Short in London 

LLOYDS Abbey Life, the life 
assurance and financial ser- 
vices arm of Lloyds Bank, yes- 
terday reported pre-tax profits 
of £318£m ($62L8m) for 1990. 
The result, which was 8.2 per 
cent higher ' than in 1989. 
exceeded even the mast opti- 
mistic analysts' forecasts. •' 

After-tax profits were up 63 
per cent on the previous year 
to £210.1m, while earnings per 
share came out at 30.9p, 
against 29J8p. 

However, the dividend 
remains at 17p. the rate paid 
when the group was created in 
1989 after Lloyds Bank bought 
control of Abbey Life. 

Mr Michael Hepher, chair- 
man, indicated it would proba- 
bly remain unchanged until 
pre-tax profits stabilised at 
around twice the dividend pay- 
ments. 

The group's insurance busi- 
ness showed almost a 20 per 


Cut in output 
by Hoogovens 
hits share price 

HOOGOVENS, the Dutch steel 
and aluminium group, said it 
planned to cut steed production 
by up to 15 per cent over the 
next few months in response to 
a decline in orders caused by 
the Gulf war and the general 
climate of economic uncer- 
tainty, writes Ronald van de 
Krol in Amsterdam. 

The company’s shares fell 
sharply on the news, tumbling 
by 12.6 per cent to close at 
FI 45.60 (327.15). 

The production cutbacks, 
expected to range from 10 per 
cent to 15 per cent of normal 
output, will mainly affect Hoo- 
govens’ hot strip mill and one 
of its two cold strip mills. 

The company said it was 
also studying additional 
short-term measures such as 
an acceleration of its cost-cut- 
ting programme and the intro- 
duction of shorter working 
weeks for some of its 27,600 
employees. 


cent overall pre-tax profit 
increase from £220m to 
£264-80- 

This growth, however, came 
from the success of the bank- 
orientated insurance 
operations: the in-house life 
and financial services opera- 
tion. Black Horse Financial 
Services, and the insurance 
brokerage arm, Lloyds Bank 
Insurance Services. 

In a year when life assur- 
ance sales were generally dull. 
Black Horse Financial Services 
recorded a one-third increase 
in regular premium business 
and a 50 per cent rise in single 
premium business. 

With most of this business 
coming directly from bank cus- 
tomers. the company's strategy 
of concentrating its business 
outlets through “warm leads" 
from its customer base appears 
to be working. 

Using the new style “embed- 


ded value" to ascertain life 
company profits. Black Horse 
recorded a 60 per cent rise to 
£67m. 

Similarly, sales of general 
insurance products and the 
provision of independent insur- 
ance advice to bank customers 
enabled Lloyds Bank Insurance 
Services to record almost a 
40 per cent profit rise to 
£48. 7m. 

In contrast. Abbey Life, 
whose sales associates market 
through “cold calling," had 
dull new business figures last 
year. Its embedded value prof- 
its were only 4.8 per cent 
higher at £l42.3ra. 

Profits from European busi- 
ness fell by a quarter to 
£6 An. 

The estate agency operation. 
Black Horse Agencies, showed 
a profit of £ 12.7m ag ains t a loss 
of £5 -3m last year. 
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Cepsa flat with pre-tax 
profits of Ptal2.3bn 


By Peter Bruce In Madrid 

CEPSA, the biggest private 
sector oil refiner in Spain, has 
reported barely unchanged pre- 
tax profits for 1990, up just 1.6 
per cent on 1989 to Ptal2.3bn 
($132. 4m). Turnover had risen 

10 per cent to Pta299.5bn. 

Cepsa is controlled by Banco 

Central, one of Spain's leading 
commercial banks, which 
directly and indirectly controls 
more than 30 per cent of the 
company. Elf Aquitaine of 
France recently boaght a 25 
per cent stake in the company 
and IPIC, the Abu Dhabi state 
owned refiner, has a 9.6 per 
cent stake. Cepsa imports some 
25 per cent of its crude oil from 
Abu Dhabi. 

Cepsa said the results were 
“very positive" in the light of 
events in the Gulf. With failing 

011 prices, analysts expect 
Cepsa to considerably improve 
its margins. In the first half of 
last year, sales fell 9 per cent 


as oil prices fell hut its sales 
margin increased by 6 per cent. 

The market had been expect- 
ing Cepsa to do little better 
than repeat its 19S9 results. 
Along with most other Spanish 
refiners, the group has been 
investing heavily to prepare 
itself for the complete liberalis- 
ation of the Spanish fuel and 
lubricants market next year. 

Cepsa is likely to reap sub- 
stantial benefits from a coming 
break-up of the state-controlled 
petrol distribution monopoly, 
Campsa, In which all refiners, 
including the state-owned 
giant, RepsoL, have shares. 

Cepsa will be handed a 
string of service stations to add 
to its existing 600 and although 
foreign multinationals are 
clamouring to enter the Span- 
ish market, they are likely to 
find the established local refin- 
ers like Cepsa tough competi- 
tion. 


A sacewdkil bid would cre- 
ate a group twice as large as 
its nearest competitor in the 
world market for electrical dis- 
tribution equipment, Schneider 
argues. 

It already controls Federal 
Pioneer, the market leader in 
Canada with a share of over 30 
per cent, acquired last year tor 
C$294m, as well as Merlin 
Gerin in Europe: its weakness 
in the US would be immedi- 
ately remedied by Square 1/ s 
US market share of around 20 
percent , .. 

The Schneider bid is condi- 
tional on receiving the 
approval of Square D’s board, 

and Mr Pineau-Valenciennes 
says he h as thrown in a num- 
ber of “personal sweeteners” to 
demonstrate the confidence he 
has in the current 
mflnflgpmAnt, Inc luding a seat 

on the Schneider board for Mr 
Jerre Stead, Square D’s chair- 
man. 

Mr Pineau-Valenciennes is 
not, however, entirely unused 
to hard-fought takeover bat- 
tles. In 1988, he embarked on a 
bid ' for Teleme'canique, 
France’s leading industrial 
automation company, which 
turned into one of the most 
bitter and fiercely-contested 
tussles the Paris stock market 
has seen. 

T he story of the proud 
and independently 
minded Telgmecanique. 
now happily integrated into 
the Schneider group, certainly 
proved that “Doctor Attila" is 
capable of pampering the 
desires of its subsidiaries to 
maintain their autonomy. 

Some financial analysts 
point out, however, that it also 
shows that Schneider may 
have exaggerated the benefits 
to be drawn from the merger 
the synergies between Teleme- 
canique and Merlin Gerin have 
been much slower to emerge 
than had been hoped. 

“Still, with the dollar at 
FFr5, it is now or never,” com- 
ments Mr Christian Cherblanc, 
analyst at Paris brokers Cholet 
Dupont. 


BfG sees 

better 1991 
after big 
shake-up 

By Katharine Campbell 
in Frankfurt " ' 

BfG, the struggling .-fontur 
trade union bank, wfll ahowa 
"dear operating loss in l»0. 
but expects an improvement m 
1991 as a result of its sweeping 
restructuring programme. 

Mr Paul Wieandt, who joined 
as chief executive a year ago, 
was at pains yesterday, to 
inject a note of optimism ■ 
despite 1990’s bleak figures, 
detailed sweeping; staff cuts 
under way, a new managing 
board, and branch closures, 
marking the start of a 
three-year Programme 
costing DMIOOm ($67m) in 1990, 

BfG’s problems, stemming 

largely from a combination ca 
rampant costs and a snaky 
loan book, have weighed 
heavily on its two sharehold- 
ers, Aachener & Mfincheneri 
the big insurance group, and 
BGAG, the trade union holdm^ 
company. . 

- Only in December, the two 
parties were called on for an 
emergency DM500m cash injec- 
tion. which Mr Wieandt yester- 
day confirmed was to cover 
writedowns of the same sum 
on inans to eastern Europe. 

Moreover, write-downs on 
the securities portfolio 
amounted to DM150m, invest- 
ments in new technology cost 
DM25m, and credit business 
showed a pronounced drop 
during the chaos of reorganisa- 
tion. . 

By the end of last year, BnJ 
had shed 765 staff, with a fur- 
ther 335 to go by the beginning 
of April. The bank is under- 
stood to be aiming at shedding 
around one-third of its work- 
force. or a total of 2,700 
people. 

Mr Wieandt said that overall 
personnel costs would be lower 
in 1991, despite payouts relat- 
ing to the reductions. 

BfG has helped the position 
by selling its partially-com- 
pleted headquarters last year, 
to an investor group that 
includes Deutsche Bank, for a 
rumoured DMlJbn. 

While BfG had agreed a fur- 
ther DM500m capital increase 
from its shareholders for early 
this year, after a first round 
last October, Mr Wieandt cast 
doubt on whether that would 
be necessary, whilst firmly 
denying any connection 
with the December cash injec- 
tion. 


Deckel 
forecasts 
10% sales 
downturn 

By Katharine Campbell 

DECKEL, the Ger man machine 
tool manufacturer, expects 
sales this year to fall by some 
10 per cent and blames weaker 
export markets and the effects ' 
of the slowing domestic 
economy. 

Mr Peter-Jfirgen Kreher, 
chief executive, *who has 
initiated a significant 
restructuring programme at 
the lossmaking group, said 
that the introduction of 
part-time working might be 
necessary if the slow-down at 
Deckel continues. 

Meanwhile, the benefits of 
restructuring, which has 
entailed cutting back on 
non-core businesses, are 
already apparent in the 1990 
figure. Deckel said. 

Sales are expected to show a 
25 per cent increase to DMGQ2m 
($406.7m), while 1990’s losses 
should be around a quarter iff 
the 1989 figure of DM45m. 

By the end of last year, 
Deckel had shed around 10 per 
cent of its staff, bringing the 
Sibber of employees down to 
2228, and it aims a further 

£? uct i°° of ^ flimre to 
below 2,000. 

Weaker orders from abroad 
w the second half of 1990 - 
as the strength of the D-Mark 
and slowing foreign econ- 
omies affected most of the • 
mariiine tool branch - meant 

32* the order hook, at 
DM616m, stood 5 per cent 
below its 1989 value. 



New Zealand 


US5 500,000,000 
Floating Rate Notes Due 1993 

In accordance with the description of the Notes, 
notice is hereby given that for the interest period 
from February 2 1,1991 to August 21, 1991 
the Notes will cany an Interest rate of 6% % p.a. 

The interest payable on the relevant interest payment date, 
August 21.1901 against coupon n«io will be 
USS 326.81 per US$10,000 nominal and 
USS 3,268.06 per USS 100,000 nominal. 

The Reference Agent 

© KREDIETBANK 

S A LUXEM BOUKGEOISE 


To the Holders of 


Series F, .Class F-I Floating Rate Bonds " 
Due February 20, 2018 

Puniant to the Indenture dated as of February 1 1985 
between Sh^rson Lehman CMO, Inc. as IsSwid ToS 
Commerce Bank as Trustee, notice is hereby given that the 
interest rate applicable to the above Bonds] tathe 
period February 20, 1991 through May » SSFZ 
determined in accordance with the applicable provirions of 

v, de . n ?™’ JL 7 25% ** aimum AinouiTSS 

payable >s $128.407686699 per $10,000 principal 


- 
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Lets call her Victoria. 

She's still young. But, as her parents well know, 
some of her needs are already financial. 

And, as she grows, those needs will grow too. 

To start with, there’s her financial protection. 

Then thereTl be her education, the higher the 
better. And her own bank savings accounts. As she starts 
work, she’ll need to finance and insure her car. There’ll 
be mortgages and property insurance; life assurance 
and medical insurance; provision for her retirement and 
for her own family. And these days, if Victoria goes 
into business on her own... 

So we could continue; but we hope the point is 
made: for Victoria’s generation, bimking and insurance 
are natural partners. 

■ It's to meet their needs, present and future, that 


Natiouale-Nederlanden and NMB Postbank Group are 
proposing to merge. 

Together, we shall have the depth and breadth of 
resource to meet the needs of our customers of all ages; 
needs which are becoming increasingly varied and 
demanding. And we shall have the channels to deliver 
those services in the most cost-effective manner. 

However, it’s notjust a merger planned for Victoria. 

It’s also planned to help us support our corporate 
clients and position us to take advantage of the 
single European market and wider international 
opportunities. 

The new financial group will be Holland’s largest. 

It will be a partnership of equals; the better to serve 
our customers, our shareholders, intermediaries and 
employees. And, of course, Victoria. 


Internationale 

Nederlanden 






Group 


In response to the future. 



This advertisement does not constitute an offer of securities in any company. This advertisement is issued by Internationale Nederlanden Groep N.V. (“Internationale Nederlanden") and its contents, which have been prepared by and arc the sole responsibility of Internationale 
Nederlanden, have been approved for die purposes of the United Kingdom financial Services Act 1986 by S.G. Warburg & Co. Ltd., which has acted as financial adviser to National e-Ned erlanden N.V. and NMB Postbank Groep N.V. in relation to this transaction and is 
a member of The Securities Association. Securities may go down as well as up and securities denominated in Dutch Guilders may also go down as well as up in Sterling terms, by reason of changes in the Sterling/Guilder rate of exchange. For regulatory reasons, neither the 
offer document nor any other document in connection with the merger may be issued or passed on to any person in the United Kingdom other than a person who demonstrably is or who provides written evidence that he is of a land described in article 9(3) of the Financial 
Services Act 1986 (Investment Advertisements) (Exemptions) Order 1988- 
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INTERNATIONAL COMPANIES AND FINANCE 


United Technologies unit 
to cut up to 1,500 jobs 


By .Martin Dickson in New York 


UNITED Technologies, the 
diversified engineering group, 
has forecast a drop in first-half 
profits and said its Pratt & 
Whitney aero-engine business 
would cut between 1,000 and 
1,500 jobs by the end of June. 

UTC blamed the staff reduc- 
tions and much of the antici- 
pated profits decline on the 
impact of the Gulf war on the 
world's airline industry. 

Another factor hitting profits 
was the downturn in the US 
construction and motor indus- 
tries. UTC subsidiaries Include 
Otis, the maker of lifts; Car- 
rier, the air conditioning com- 
pany; and UT Automotive, 
which makes automotive parts. 

Mr Robert DanielL chairman, 
said: “The first half will be 
down for UTC, unless the 


Placer Dome 
reports net up 
at C$191m 

By 'Robert Gibbons 
in Montreal 

PLACER DOME, Canada's 
biggest gold-producer, reported- 
a decline in earnings from min- 
ing-operations in 1990 because 
of low silver and base metals 
prices, investment write- 
downs, higher depreciation, 
and Bwawraal charges. - - 

But final net income, after 
including a gain on the sale of 
its oil and gas business, was 
C$191m (USSl.65.5ni), or 81 
cents a share, against CSl25m, 
or 53 cents, in 1989. Revenues 
were C$1 - 08b n, against C$904m. 

The fourth quarter showed a 
loss of CS84m, or 4 cents, after 
write-downs, against profit of 
CS34.8m, or 15 cents, a year 
earlier. Revenues rose to 
CS287m from CS268m. 

Continuing operations 
showed net profit of C$73.4m, 
against C$1 11m, mainly from 
the metal mining group. 

Net gold output from mines 
in North and South America 
and south-east Asia was 
1.411, OOOoz, against 1,183,00002, 
silver 12.9m oz ( 9.1m oz), and 
copper 57.6m lb (56.2m lb). 


nation gets a few pleasant sur- 
prises that jump start the econ- 
omy." 

In the first half of 1990, UTC 
reported net income of $342m, 
or $2.69 a share, on revenues of 
$10-5bm 

Mr Daniel! added that the 
longer term continued to look 
“very, very bright," with over- 
seas markets, which now 
account for 53 per cent of reve- 
nues, expected to grow.rapidly. 

Company officials said Pratt 
& Whitney, which has a $25bn 

backlog Of mmTnprrifll an ginp 

orders - some Sl5bn of them 
firm - had not seen any dra- 
matic movement by crisis-hit 
airlines to cancel deals. 

However, the aviation down- 
turn had hit Pratt’s most prof- 
itable business, spare parts. 


The subsidiary said in August 
it would cut its workforce by 
about ifiOO by the end of 1993 
due to cuts , in US defence 
spending. 

It now says the downturn in 
the commercial airline equip- 
ment business means it will 
have to speed up the job losses, 

mainly through lay-offs 

Pratt also disclosed it had 
si gnoii an agreement with the 
Soviet Union to supply its mid- 
sized PW 2000 engine for two 
new Soviet aircraft 

However, the deal will not 
generate profits In the near- 
term, since these are aircraft 
the Soviet Union would like to 
sell to the west For this, it 
must first reach western certi- 
fication standards, which is 
likely to a inng time. 


Olympia & York benefits 
from Allied-Lyons sale 


By Bernard Simon in Toronto 


OLYMPIA & York 
Developments, the real estate 
developer building the Canary 
Wharf project in London, is to 
receive C$420m (US$364m) in 
special dividends from a sub- 
sidiary which last week sold its 
9 per cent stake in 
Allied-Lyons, the UK food and 
dr inks group 

GW Utilities, which is 89 per 
cent owned by O&Y, said yes- 
terday it was paying a special 
dividend of C$12 a share from 
the proceeds of the CS901m 
sale of the Allied-Lyons shams 
The bulk of the remaining 
amount has been used to 
reduce GWTTs bank debt in 

Bri tain, 

The latest dividend brings to 
C$770m the amount received 
by O&Y from recent asset 
sales. GWU declared a C$1 0-a- 
share dividend towards the end 
of last year after the disposal 
of its controlling interest in 
Consumers Gas. Canada’s big- 
gest natural gas utility. 

The Toronto-based Reich- 
mann family which controls 
O&Y keep the company's 
financial condition a closely- 


guarded secret! The Reich- 
have indicated they 
have taken a strategic decision 
to concentrate on their core 
real estate interests and to 
increase liquidity. 

GWU said .its parent com- 
pany is proceeding with plans 
to boy out its minority share- 
holders at C$18 a share, after 
payment of the special divi- 
dend. The privatisation, expec- 
ted to be completed by mid - 
year, is conditional on GWUs 
41 per cent-owned affiliate 
Interhome Energy dis poning - of 
its wholly-owned oil and gas 
subsidiary Home 03. 

Analysts expect the Home 
03 sale to be followed by the 
disposal of Interhome’s other 
main division. rnterpm vinrial 
Pipe Line, Canada’s main oil 
pipeline operator. The 1PL sale 
is expected to raise abont 
C$800m. 

The gain from the Consum- 
ers Gas sale was the mai n rea - 
son for a sharp rise In GWlTs 
earnings to C$244m (C$6.21 a 
share) in the six months to 
December 31, from C$6m (15 
cents a share) a year earlier. 


LV M H 

MOET HENNESSY-, LOUIS VUITTON 

1 5 % increase in preliminary 1 990 net income 

LVMH Moet Hennessy Louis Vuitton announced drat preliminary 1990 
consolidated net sales amounted to FF 19.8 billion, an increase of 1% over 
the 1989 level. On a constant exchange rate bams, net sales would have 
increased 115%, or by an additionnal FF 2 billion. 

The declining average exchange rates of a number of foreign currencies 
against the French franc had a particularly pronounced impact on reported 
sales in 1990, with the Japanese yen down 18%, the dollar 14%, and the 
British pound 7%. 


Net sales in millions 
of French francs 


Champagne and Wines 5, 7 55 



Cognac and Spirits 

Luggage and 
Learner goods 

Perfumes and 
Beauty products 

Others 


5,070' 


5,146 

5,074 


4,698 4,450 


4,463 4,654 


19,635 



% Change 

Actual 

rates 

' Constant 
rates 

- 0.2% 
• + 0.1% 

+ 5.4% 
+ 16.7% 

- 5.3% 

+ 8.1% 

+ 4.3% 

+ ii.3% 

N/A 

N/A 

+ 1.0% 

+ 11.5% 


By geographical region, 1990 sales trends showed strong contrasts. While 
the economic slowdown in the US primarily affected pemimes and beauty 
products, all Group segments benefitted from highly favorable conditions 
in the Far East, which in 1990 accounted for over 35% of total Croup sales, 
thanks in large part to a 34% rise in sales in Japan in yen terms. 

The Group's policy of hedging its foreign exchange exposure enabled it to 
mid rate the effect of currency fluctuations on 1990 net income which 
should be up by around 15%. 

In early 1991, despite the Persian Gulf situation and the unsettled economic 
climate which have curtatied sales in certain department stores in the US 
and Europe, the LVMH Group's geographical diversity and internal syner- 
gies should provide it with ample Opportunity to respond effectively to the 
challenges of the market 



Oil and Natural Gas Commission 

U.S. $150,000,000 

, . Guaranteed Floating Rate Notes due 1997 

Notw* her^ giwn that the Rata of interest ha$ been fixed at 
6.75% and that the interest payable bn the' relevant Interest Pay- 

isagfeMi/giagasiBafl in ^ 


■ February 21, 7 99], London 
By: Citibank NA (CSSI Dept). Agent Bank 
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The Council of 
Europe Resettlement 
Fund 

; for National Refugees and 
Over-Population in Europe 
¥10,000*000,000 
' - Floating Rate Notes 

Due 1994 

(tfw-NoceO 

Nodce is 1raeby<givea iluc for the 
Interest Period from 21st February, 
1991 to 2 1st August, 1991, the Notes 
will cany an Interest Rate or 7.30% 
per annum. Interest payable on 
2lsi August. 1991 will amount to 
¥362400 per *10.000.000 Note. 

Agent Bank 

Tbe Long-Item Credit Bank 
of Japan,’ Limited 
Tokyo 


Strong sales 
overseas lift 
Sony 12.8% 
to Y104bn 

By Emiko Terazono 

In Tokyo- - 

SONY, the Japanese ra fiHuminr 
electronics maker, reported a 
124! per cent rise In pre-tax 
profi ts to Yl04.7bn ($803 .5m) 
for the third quarter to Decem- 
ber. 

The group pasted a 17.5 per 
cent rise in sues to Yl, 022 Mn 
for the three months and a 
19.6 per cent advance in after- 
tax profits to Y50tm. 

The company attributed the 
strong results to a 24.9 per 
cent rise in overseas sales, 
which accounted for 72 per 
cent of total turnover. 

Sales for 8mm video cam- 
eras and compact disc players 
remained brisk, bat Sony said 
that operating profit declined 
10-5 per cent to Y944!bn due to 
tiie strong yen. 

For the full year, Sony pro- 
jects consolidated sales to rise 
by 25 per cent to Y3,600bn and 
aftertax profit to rise 11.9 per 
emit to YllSbn. 

Investment In plant and 
equipment is expected to rise 
to Y400bn from the previous 
year's Y823^1m. 

Benguet 
posts fall in 
net income 

By Grog Hutchinson 

in Manila. . • . • 

BENGUET Corp, a leading 
Philippine gold and copper 
producer, reported that consol- 
idated net- income -fell to 
251.7m pesos (US$9m) In 1990 
from 3424m pesos in 1989. 

A 20 per cent depreciation of 
the Philippine peso daring 
1990 c ontri buted to lower net 
profits in dollar ter m s . 

Operating revenue increased 
slightly to &99hn pesos from 
&96bn pesos, despite reduced 
production volume, particu- 
larly from the Benguet under- 
ground gold mines. Those 
wiwM were severely a ff ected 
by last July’s earthquake, and 
output has not fully recovered. 

Earnings from operations 
came mostly from the open-cut 
Dizon copper-gold operations, 
which Increased earnings to 
333.1m pesos from 287.6m, due 
to the peso devaluation and 
reduced net production costs. 
-Production «f~geld- at Ben-, 
guet, tiie 'country's* latest' 
gold mine, fell to 235.584ozln 
1990 from 268£85oz in 1989. 


BIL may have 
to buy further 
9.5% of CHH 

Terry Hall in Wellington 

BIUERLEY Investments (BIL), 
the New Zealand company 
founded by entrepreneur Sir 
Ron Brierley, yesterday con- 
firmed it had entered into a 
put option which could require 
ft to buy a further 9.5 p er cen t 
of Carte Holt Harvey (CHH), 
bringing- its holding- to 27.5 
per can t of th e New Zealand 
Forestry group. 

However, Mr Paul Collins, 
chief executive, said the 
chances of BIL being called on 
to buy the extra shares were 
extremely remote. 

He said the arrangement 
had been entered with the 
Bank of New Zeeland to safe- 
guard the hank under capital 
adequacy rules which ensured 
the bank did not have too 
large an exposure to any one 
company. 

In effect, BI L, as the main 
shareholder in CHH, was act- 
ing as a third party in a 
temporary financing arrange- 
ment. 

The option, which expires 
on March 27, could require 
BIL to buy up to 56,960,000 
shares in CHH at NZ$1.15 a 
share. CHH is currently selling 
at around 80 cents above that 
price, and Mr Collins said that 
while BIL would like to 
acquire that parcel at that 1 
price, It was most unlikely. 

BIL has no power to insist 
on exercising its rights to the 
shares at NZ$1. 15 


Regional banks return to basics 

Robert Thomscm on the financial pressures facing Japanese iustitutioii^ 
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L IKE most of Japan’s - 
regional banks, the Oita 
Rank had grand plans. 
The h pnik . based in a small 
southern city of the same- 
name, was torn between New 
York and Hong Kong as a first 
foreign office, and had become 
newly aggressive in lending to ' 
' Japanese companies for from 
the hometown. 

The obvious ambitions of 
regional institutions had 
prompted foreign expectations 
of a new wave of Japanese 
activity in international mar- 
kets, expectations heightened 
last August when a Japanese 

re gional fffrnghiTna H awk, lead 

managed an internationally 
syndicated loan for the first 

tirnp - 

But the grand plans are 
being replaced by more modest 
goals. The Oita Bank has 
deferred a derision on foreign 
expansion “until our present 
problems are overcome”, and 
has even become more cau- 
tious about lending to Japa- 
nese companies. 

All Japanese banks have 
been hurt by the plunge in the 
securities markets and the 
surge in interest rates over tiie 
past year. The Bank of Japan 
and the ministry of finance 
were concerned that regional 
banks could be particularly 
vulnerable and suggested that 
they go back to tiie basics of 
regional banking. 

The banks were advised to 
limit asset growth and to 
improve their capital to asset 
ratios, and it appears they are 
taking the advice. Regionals' 
loan growth compared with a 
year earlier was only 7.2 per 
cent in January, down from 
14J3 per cent last June. 

Pre-tax profits at the 10 larg- 
est regionals fell 26.4 per cent 
in the half to end-September, 
and only a third of the 64 first- 
rank regionals were above the 
targeted 8 per cent capital to 


assets ratio, after virtually all- 
were comfortably above that 
mark a year ago. 

Japan's regional banks were 
thought, of as conservative 
instit utions. They are some- 
times rim ~by forma 1 finance 
ministry bureaucrats, sent 
down from Tokyo and tend to 
work closdy with mayors and 
governors in drafting develop- 
ment plans and funding large 
projects for their region. 

There are also regional 
hankc in Tokyo, as banka out- 
side the due city or commer- 
cial banks are regarded as 
regional, regardless of location. 
The Tokyo Tomin Bank, a spe- 
cialist in lending to small bum- . 
nesses, is- the S5th largest 
■ regional bank. 

More typical is tiie Hokuriku 
Tfemk, which & based in west- 
on Japan and which held a 
reception late last year in Lon- 
don for 400 City folk to cele- . 
brate the opening of the first 
Japanese regional bank 
branch. Mr Masayuki Narato, 
general manager of tiie bank’s 
foreign said 

even before the London party 
began, the bank had frozen for- 
eign asset growth. 

“We have to look after the 
i nterests of our old Japanese • 
clients and we can’t afford to 
l*mH to foreign companies and. 
foreign governments. We are 
getting requests for loans to 
US companies, but we do not 
want to make that kind of 
loan,” Mr Narato said. “I have ■ 
told our foreign offices not to 
incre ase assets.** 

Part of the reason for the 
policy change is that some 
regional tate are at tem p t in g - 
to dean up books spoiled by 
large loans to Japanese clients 
who have been, hit by the surge 
in interest rates and by their . 
speculative excesses. Hokuriku 
Bank is the leading bank 
lender to the recently foiled 
Nanatomi, a property devel- 


Lemflng growth of 


banks — 


logo JarTOI 


oper and stock speculator, 
while Oita P*nk tent to 1 to- 
man, the stricken tr adin g 
house now under reconstruc- 
tion by Sumitomo ra*nk_ 

Not that Oita Bank neglected 
the local area. Nissan Motor 
has -just decided to build an 
Y80bn (5613m) component 
plant in Oita, and tiie region’s 
governor and hank president 
TjAipuri to negotiate the deal 
The bank-company relation- 
ship would be secured, an Oita 
hank frfBrffll explained, by the 
bank's willingness to purchase 
Nissan shares. 

Just as Tokyo and Osaka 
Ktmko lydri atakefi in that lead- 
ing customers, regional banks 
buy shares in the locally-based 
listed fi rms. A Bank of Japan 
regional offices' mid that finan- 
cial- pressures have forced 
some b anks to reduce these 
gtmrphni lUngs, though he pre- 
sumes that the holdings will be 
topped up again when the pres- 
sures ease, 

Japanese regional banks 
originally opened representa- 
tive offices abroad as a means 


of helping local . companies con- 
duct their foreign business. 
But their ambition s were 
broadened by Japan’s CTpntf- 
ing international rote And 
partly because a New York or 
London office had become a 
fashionable hank i ng accessor^' 

Foreign business has w 

om of fesMou as ineihum^aaa 

regional banks realise they 
can’t afford the lnxtiuy. A , 
senior Bank, (f J*pa° 
said regional banks have 
understood they must be wary 
of the speculative swirl at. 
home and be cautious of 
expansion abroad. 

“The fteamdal situation Bas 
changed completely. We *. 
don't have to tell. them that 

They recognise 

they are trying to adjust to the 
n ew situation," the official 
said. 

Ms Alicia Ogawa, senior ana- 
lyst at S.G. Warburg Securities 
(Japan), said some regional 
banks are “in better shape: 
than the city banks”, and these 
institutions are still keen to 
expand functions such as 
credit analysis and to estahnsn 
mergers and acquisitions • 
departments. _ 

“About eight to 10 of the., 
regional banks have strong 
/■anitai adequacy ratios. Some- 
o£ the rest are going to have 
trouble keeping their present 
clientele happy," Ms Ogawa 
said. 

Recognising the need to. 
improve capital adequacy, the 
finance ministry recently gave 
approval for regional banks to 
tap the trust banks for subonfr 
nated loans, which help to 
improve the Bank for Interna- 
tional Settlements (BIS) ratio. 

At the same time, regional '. 
banka wanting to reduce loan 
levels are reported to have 
begun negotiations with influ- 
ential, big city companies such 
as Mitsubishi Materials and 
Marubeni, the trading house. 


Mayne Nickless interim net profits slip 21% 


By Kevin Brown in Sydney 

MAYNE Nickless, the 
Australian tran sport , security 
and health care group, yester- 
day ann ounce d a foil of 21 per 
cent in Interim net profits to 
A551.Sm (US$40.7m) on turn- 
over up 10 per cent to ASL5bn. 

The result underlines the 
serious impact of recession on 
Australian transport compa- 
nies. TNT, one of the world’s 
biggest Integrated transport 
groups, announced a foil of 31.5 
per cent in net profits earlier 
-tins week; - 

The Mayne Nickless result 
was in line with market expec- 
tations, but the company said 
the foil in net profits was only 


13.7 per cent excluding abnor- 
mal profits of AS6.1m before 
tax in the corresponding period 
of last year. 

The shar es dosed 20 rents 
lower on the Australian Stock 
Exchange at A&20. The direc- 
tors cot the interim dividend 
by 25 cents to 17.5 cents, but 
said the full-year dividend 
would be maintained “in tiie 
absence of any material deteri- 
oration in second-half profits.” 

The board said difficult eco- 
nom&contiitiaus had persisted' 
throughout the half m many of 
the countries in which the 
group operates- Road express 
and freight forwarding 


operations in Australia had 
suffered reduced volumes. 

Results from operations in 
continental Europe were 
“sound”, but were offset by 
reduced earnings from Faroe- 
fine, the British express deliv- 
ery business, which was hit by 
t tip depressed t rading environ- 
ment in the UK. Trading 
results were “most encourag- 
ing" in No rth Ameri ca, despite 
economic downturns there. 

•The group said results for 
tiie first two months of the sec- 
ond half had shown no indica- 
tion of an upturn In trading 
'volumes, but there had been 
an increase in revenue from 


new businesses such as its hos- 
pitals activities. 

At the operating level, earn- 
ings from the transport divi- 
sion fell 18.8 per cent to 
A$37.1m, but the contribution 
from the security services divi- 
sion rose 4.7 per cent to 
A837.4m. 

Hospitals of Australia (HoA), 
the group's 82.4 per cent health 
care subsidiary, earlier 
reported an increase of 125 per 
cent in net profits to A8L85ra» 
(correct). Mayne Nickless has 
made an offer for the HoA 
shares it does not own, and the 
board said growth prospects 
were “encouraging”. 


Pasminco falls 92% and 
forecasts loss for full year 


By Kevin Brawn 

PASMINCO, the Australian 
metals producer, yesterday 
announced a 92 per cent foil in 
net profits from A$77.6m 
(HS$6L5m) to A$6.4m for the 
six months to December, and 
warned it would make a “sig- 
nificant loss” for the full year. 

The company said there 
would be no interim dividend, 
against a dividend of 4-5 cents 
at the end of last year’s first 
ball The shares closed 8 cents 
lower on the Australian Stock 
Exchange at AS120. 

The interim result reflected 
a 13 per cent fall in the Austra- 
lian dollar price of zinc, its 
major product, which was only 
partially offset by a six per 
cent Increase in the average 
price . of lead. 

Lower zinc prices and 
adverse exchange rates kept 
revenue almost static at 
A$877m against A$875m in the 
corresponding period, but the 
cost of sales and expl orati on 
rose from A$726m to A$828m, 
cutting pre-tax profits from 
A$149m to A*42m. 

Pasminco said the increased 
cost of sales reflected higher 
production and the impact on 
its European smelting opera- 
tion of the strength of sterling 
and the Dutch guilder against 
the US dollar. The directors 
said prices for zinc and lead 


had deteriorated since the end 
of the half year, while the 
increased strength of tiie Aus- 
tralian dollar against the US 

dollar WOUld depress earning s 
in Australian dollar terms. 

“In the absence of any major i 
improvement in these prices 
and more favourable exchang e 
rates the outlook for the year 
to June SO Is for a significant 
loss,” the board said. 

Mr Peter Barnett, chief exec- 
utive, said Pasminco would cut 
planned capital expenditure by 
ASlOOm this year by deferring 
some projects. 

“On the pure economic fun- 
damentals, we don't believe 
there is [likely to be] any sig- 
nificant improvement in met- 
als prices in the near term, and 
we are planning our business 
operations around that sort of 
scenario,” be said. 

• The Australian government 
wfll receive an official report 
next week valuing stateowned 
airlines Qantas Airways and 
Australian Airlines in prepara- 
tion for th eir sale, according to 
Mr Ralph Willis, finance minis- 
ter, Reuter reports. 

Hie said the study by private 
analysts will suggest posable 
selling methods. It will be 
assessed by the relevant minis- 
tries and a recommendation 
put to the cabinet } 


k The “Shell” Transport and 
I Trading Company, Public 
Limited Company 


Final dividend 1990 


Notice is hereby given that a balance of the Register will 
be struck on. Thursday, 14th March, 1991 for the 
preparation of warrants for a Final dividend for the year 
1 990 of 1 1 .7p per 25p Ordinary Share, if approved at the 
Annual General Meeting to be held on 16 th May. 1991 
foe dividend will be paid on 20th May, 1 991 . 

For transferees to receive this dividend, their transfers 
must be lodged with the Company’s Registrar- Lloyds 
Bank Pic, Registrar’s Department. Goring-by-Sea 
Worthing. West Sussex BN12 6 DA, not later than 3pm 
on 14th March, 1991. ^ 

SHARE WARRANTS TO BEARER 

The Coupon to be presented for foe above dividend will 
be No. 185 which must be deposited for examination at 
Lloyds Bank Pic, Registrar’s Department, Issue Section. 
11 Bishopsgate, London EC2N 3LB, at least five dear 
days before payment is required (the required date 
cannot be prior to foe 20fo May, 1991) or may be 
surrendered through Messieurs Lazard Fr&res et Cie 
121 boulevard Haussmann, 75008, Paris. 

BY ORDER OF THE BOARD 


Shell Centre, 
London SEl 7NA 
20th February, 1991 


J. A. Cunliffe 
Secretary 


BUSINESS 


SOFTWARE 


Business software 
advertising appears 
every Saturday in the 
WEEKEND FT. 

For advertisement details 
please telephone 
Mark Hall Smith 
on 071-407 5752 



■Yamaichi International 
(Europe) Limited, Agent Bank 


%l#estpac Banking Corporation 

(Incorporated with limited iiabSty in the State of New South Wales. Australia) 

U.S. $150,000,000 

Subordinated Floating Rate Notes Due 1997 

In accordance with the terms and conditions of the Notes, notice 
is hereby given that for the Interest Period from 21st February 
1991 to 21st August, 1991 the Notes will carry an Interest Rate 
of 6-875 per cent per annum. The Interest Amount payable on 
the Interest Payment Date which will be 21st August, 1991 is 

U.& $345-66 for each Note of U.S. $10,000 and US. $8 641 -49 
for each Note of US. $250,000. 

Ufestpac Banking Corporation 

Agent Bank 

Westpac House. 

75 King Wiffiam Street 

. , London EC4N 7HA A 
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easing in credit crunch 


By Patrick Harverson in New York and Tracy Corrigan in London 


COMMENTS from the Federal 
Keserve chairman that seemed 
to dampen hopes of an immi- 
nent interest rate cut com- 
bmed with worse-than-expec- 
ted news on inflation to send 
Dona prices lower in New York 
yesterday morning. But the 
market recovered later in the 
session on hints from the Fed 
that bank reserve require- 
mmrts might soon be loosened. 

At midday, the benchmark 
30-year Treasury bond was 
down just A at 98B, to yield 
7394 per cent. Earlier in the 
morning, the long bond had 
been down over half a point. 
The two-year note ' was 
unchanged at 100& yielding 

6357 per cent. 

The early declines came 
mar Mr Alan Greenspan, the 
Fed chairman appearing before 
a Congressional committee yes- 
terday, warned that the danger 
of inflation had not passed. He 
hinted that any planned cuts 
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cent, in spite of overnight sys- 
tem repurchase agreements 
concluded mid-morning by the 
monetary authorities. The rate 
remained firm because of 
demand for funds at the end of 
the two-week statement period. 

At midday. Fed funds were 
unchanged at 7 per cent 


interest rates had been shelved 
for the moment 

His testimony followed data 
showing consumer price Infla- 
tion rose 0.4 per cent in Janu- 
ary. The increase in the core 
rate, which excludes food and 
energy prices, was even higher, 
at 0.8 per cent for the month. 
Both figures were above mar- 
ket forecasts. 

However, there was some 
cheer for the market In Mr 
Greenspan's- suggestion that 
there was room for further 
action to ease the credit 
crunch. Such action could take 
the form of another reduction 
in banks'- reserve require- 
ments, or measures to give 
banks greater access to the 
Fed’s discount window, 
through which banks borrow 
money against collateralised 
securities. 

Fed ftmds continued to trade 
above the target rate of 6% per 


■Prices in the German bond 
market shed a further 30 basis 
points yesterday, as the techni- 
cal correction which began on 
Tuesday persisted in early 
trading. The tone of the market 
suffered from the fading of 
hopes of an imminent solution 
to the Gulf war. 

The March bund contract on 
the London International 
Financial Futures Exchange 
fell as low as 85.27 yesterday, 
having peaked at 86.66, that 
contract’s all-time high, on 
Tuesday. A renewed spate of 
selling during the morning ses- 
sion was triggered by rumours 
that another new bund issue 
would be launched on Friday. 

However, the rumour was 
unsubstantiated, and the mar- 
ket began to pick up again dur- 
ing the afternoon session on 
short-covering and some retail 
interest, to end at 85.62. Deal- 
ers said the market still looks 
technically vulnerable. 


■ The Japanese government 
bond market is edging towards 
the bottom end of its current 
trading range, partly under the 
influence of tight monetary 
policy by the Bank of Japan. 
The bank unexpectedly recal- 
led Yl.OOObn of loans to city 
banks in the money markets, 
putting pressure on the over- 
night call rate, and dashing 
hopes of an imminent interest 
rate cut. 

The new No. 129 benchmark 
was yielding around 6.30 per 
cent at London’s close, near 
the bottom of its price range. 


EIB increases CP facility to L600bn 


THE European Investment 
Bank <EIB), is raising to 
LSOObn the commercial paper 
programme arranged last May 
by IMI Bank (Lux), the Luxem- 
bourg Eurobond operation of 
Italy's Istituto Mobfliare Itali- 
ano, writes . Haig Sjmonian in 
Milan.- !'• -> vr.“ ■* i • 

At' the same time. IMI said 


IMI (Lux) will shortly start 
making markets in lira-denom- 
inated Eurobonds, with Ecu 
bonds coming soon after. 

The fastest change to the 
EIB note Issuance facility rep- 
resents tho, second increase 
from . the original L200bn 
launch, .size, jtnd follows the 
market’s favourable reaction to 


the issue, according to IML 
The paper, which carries a 
maximum maturity of one 
year, has allowed the EIB 
access to hinds at considerably 
below Li bid, even in adverse 
cond ition s. 

The EIB is the only suprana- 
tional institution to issue Euro- 
lira commercial paper. 
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Citicorp may 
sell stake in 


credit card 
business 


By Martin Dickson 
in New York 
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■ UK Gilt prices fell about '/« 
point in the cash market, but 
losses in the futures market 
were more substantial. The gilt 
future on Liffe shed about V. 
point to close at 9231. Dealers 
■Mij the weakness of the Ger- 
man market was dragging 
down the rather overbought 
gilts market. 

The latest UK money supply 
data for January fuelled hopes 
that a further cut in interest 
rates will be sooner rather 
than later. 

In particular, the lower-than- 
expected M4 figure of £3.lbn 
for bank and building society 
lending helped shore up mar- 
ket sentiment 
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CITICORP, the largest US 
banking group, is exploring 
the possible sale of a 20 per 
cent stake In its credit card 
business to raise more than 
$lbn and boost Its equity capi- 
tal base. 

The idea is part of the 
bank’s strategy to Increase Its 
equity base by some $4bn to 
$Sbn over the next two years. 
Citicorp has a large problem 
loan portfolio and is widely 
regarded on Wall Street as 
being inadequately capitalised. 

Its credit card business is 
the biggest In the US, with 
more than 26m cards oatstand- 1 
ing and some $2flbn of receiv- : 
ables under management 
Citicorp declined to com- 
ment on the possible stake 
sale, but it is understood the 
bauk has retained Goldman, 
Sachs, the investment bank, to 
explore the possibility of an 
Initial public offering of 
shares or a placing with one or 
more large investors. 

Analysts said a successful 
sale could give a boost to 
another Citicorp capital rais- 
ing initiative - its efforts to 
place $lbn to gi.5bn of con- 
vertible preferred stock with 
international investors, where 
commitments have been slow 
to materialise. 

A sale of the credit card 
stake might boost the confi- 
dence of potential preferred 
stock Investors in the bank’s 
ability to meet its capital rais- 
ing goals. 

The credit card move follows 
1 the surprisingly successful ini- 
tial public offering last month 
of shares in MBN r A,the sixth 
largest credit card business in 
the US, which was spun off 
from the struggling Maryland 
bank holding company, MNC 
Financial, raising some Sl.lbn. 
That was also handled by 
Goldman Sachs. 

A similar price tag on the 
Citibank operation would give 
the entire business a value of 
around $6.5bn. and a 20 per 
cent stake a value of $1.2bn to 
SLSbn. 

The recent surge in US stock 
prices, if sustained, would help 
any offering of shares in the 
credit card business and might 
even make an offering of Citi- 
corp common stock a possibil- 
ity, although most Wall Street 
analysts expect the bank to 
sell off a significant assets to 
reach its $4bn to $5bn goal 


New proposals 
for banks’ loan 
loss provisions 


By David Lascelles, 

Banking Editor • 


NEW proposals for the 
treatment of general provi- 
sions against loan losses are 
being put forward today by 
the Basle committee of inter- 
national supervisors. 

The proposals lay down con- 
ditions in which these provi- 
sions can be included In a 
bank’s capital calculations - 
a difficult area which was 
intentionally left blank by the 
original Basle capital accord 
in 1988. 

The Basle committee is pro- 
posing that general provisions 
can be Included in capital 
when they do not reflect an 
identified loss and are there- 
fore available to meet any 
future losses. A general provi- 
sion against Third World debt 
or real estate lending would 
not quality. 

General provisions would 
count as Tie r 2 capital, which 
cannot exceed 50 per cent of a 
bank’s capital. Tim: 1 capital 
consists of equity and retained 
earnings. 

The proposals, aimed at 
bringing consistency to an 
area where national practices 
vary widely, are unlikely to 
make any difference to bubs’ 
capital ratios in many coun- 
tries, the committee says. 

The committee will be 
receiving comments this year, 
and hopes to implement the 
proposals by the end of 1993 at 
the latest 


Saudi American 
Bank boosts 
earnings by 25% 

By David Lascelles 


SAUDI American Bank, the 
Sandi joint venture .bank 
which is 40 per cent owned by 
Citibank, increased net earn- 
ings by 25 per cent last year to 
Saudi Rtyals 527m, despite the 
Gulf war. 

factors in this gain included 
a SRl04m rise in net operating 
revenues, a low S&29m 
Increase in operating 
expenses, and a reduction of 
SR29m in the net charge for 
loan losses. 

Total assets grew 18 per cent 
to SRSObn. Deposits were up 8 
per cent arid loans 18 per cent 

Mr Mehli Mistri, managing 
director of the Riyadh-based 
bank, said the satisfactory 
result had been achieved, 
despite the uncertainties of 
1990, and he was . confident 
that the ha«ik murid maintain 

its leadership thrust 
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NaMonal o Mc d ori anden f\l NMB POSTBANK GROUP A0 


To holders of 
our certificates, shares 
and warrants. 


Nationale-Nederianden and NMB Postbank 


Group are merging. 


Holders of securities in both companies are 


being invited to tender their securities in exchange 


for securities of the new company, which will be 


called Internationale Nederlanden Group. 


We published our merger document on 2 8 


January 1991. 


The exchange period ends at 2pm on 1 March 


1991. Copies of the exchange document can be 


obtained from Keith van Vessem at NMB Posthank 


Group, 2 Copthall Avenue, London EC2R 7BD. 


Fax: 071-374-2236. 


Internationale 


Nederlanden 



Group 

In response to the future. 


This advertisement does not consulate an offer of securities in any company. This advertisement is issued by Xntenmw 
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ECU sector begins to 
show signs of over-supply 


By Simon London 

THE international bond 
market began to show symp- 
toms of over-supply yesterday, 
following one of the heaviest 
days for new issues on Tues- 
day. The area of the market 
wqich suffered most from indi- 
gestion was the Ecu sector, 

INTERNATIONAL 

BONDS 

which has seen Ecu7.8bn of 
new bonds since the start of 
IflSt week. 

Italy's Ecu2.5bn 20-year issue 
was priced at a coupon of 9% 
per cent and an issue price of 
98.16, to offer a yield spread of 
10. .basis points over the bor- 
rower’s outstanding 10% per 
cent 10-year issue. 

However, the lead manager 
sztyd that it had bought back 
around 10 per cent of the issue 
yesterday against the back- 
ground of weak prices in the 
secondary market. 

On the Matif, the Paris 
futures exchange, the Ecu 
tujnd futures contract finished 
a . volatile day at 105.10 after 
opening at 105.90. 

"By late afternoon, the Italy 
issue was trading at 97.53 bid, 
outside full fees of 50 basis 
points. 


INTERNATIONAL CAPITAL MARKETS 

Covering risks of global volatility 

Stephen Fiffler examines an OECD report on the financial system 
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Calsse Centrale de Cooperation Economique, the French 
state development bank, yesterday launched a £ll7m 10-year 
deal lead managed by Barclays de Zoete WedtL 

The paper carries a 10% per cent coupon and was priced at 
99,51, to yield 40 basis points over UK government bonds. 

Unusually, the paper carries the explicit guarantee of the 
French government. Last month the government indicated 
that futur e bond issues by state agency borrowers would not 
be granted an explicit guarantee. 

However, the guarantee is maintained for this issue 
because th< * proceeds will be used to fund France’s contribu- 
tion to the International Monetary Fond. 

The contribution will be paid in Special Drawing Rights, 
the basket of currencies used by the IMF for its finan c in g. 
The proceeds of the issue will be swapped into dollars, yen, 
D-Marks, and French francs. 

The funds will be held by Basque National de Paris, the 
joint lead manag er, and drawn down by the borrower over 
2 Vi years as the IMF requires funding from the French 
government. 


The World Bank’s $l-5bn. io- 
year global bond offering was 
priced at a yield spread of 42 
basis points over US Treasury 
paper. 

The bonds carry a coupon of 
8 V* per cent and the issue price 
was fixed at 99.173. 

Against the background of a 
volatile US Treasury market, 
the World Bank paper traded 
up to 99.22 bid in late afternoon 
for a spread of 40.5 basis paints 
over government paper. 

Ontario Hydro’s CSlbn io- 
year global issue was priced at 
a yield spread of 65 basis 


points over Canadian govern- 
ment bonds. The coupon was 
fixed at 10 per cent and the 
issue price was 99.40. 

The appetite of international 
investors for Canadian dollar 
paper prompted British Gas to 
offer C$2B0m of seven-year 
bonds via Swiss Bank Corpora- 
tion. At the fixed reoffer price 
of 99.975 and with a coupon of 
10%, the paper offers a yield 
spread of 51 basis points over 
comparable Canadian govern- 
ment bonds. 


NEW INTERNATIONAL BOND ISSUES 


US DOLLARS 
W6rtd Bank(b] + 

Hypqo Bank lnt.Fin.(c}f+ 

ECUs 

Republic ol ltaly(a)+ 


STERLING 

CQC€(a)« 


CANADIAN DOLLARS 
Ontario Hydro(b)+ 
British Gas lm.Fin.(a)+ 
Okobank(d)4 


AUSTRALIAN DOLLARS 
Hecfland Global Fdlng.(a)4 
BNP Pacific fAust)fa)4 


FRENCH FRANCS 
Societe Genoraie(a)4 


LIRE 

EIBI04 


r r rH'i 


FRANCS 
Atom Ind.oi Kcwea(g)*+§ 


D-MARKS 

KLM Royal Dutch A’lineafh|t+ 


Amount m. Coupon % Price 


3SS2Sbp 

>2/0.175 


Book runner 

JP Morgan Secs. 
Banco dal Gottardo 


Paribas Capital Mkts. 


1V1.725 


Merrill Lynch InL 
SBC 

Citibank AG 


12% lOlh 

12% 101.80 


JP Morgan Secs. 
Hambros Bank 


Societe Generale 


40/20bp Dre3dner Bank 


A-ePrivate placemen! ^Convertible. With equity warrants. TFloating rata note. 4 Final terms, a) Non-callable. b) Global 
issue, r to recallable, c) Coupon pays 3-«nanth Libor + 0.8% for first 5 years, than 3-month Libor + 0.9%, thereafter. 
Nqn -callable. O) Coupon pays 10.4 % par annum for 6 months, then 29% % minus twice the 3-month rare on 3 month C5 
bankers' accep ranees, thereafter. Non-cairable. a) Investors have option to take coupon payment in cash o r. In form of 
further bonds, fungible Into this Issue, f] Callable 1996 at 101%, and 1997 at 100%%. g) Pul option 31712793 at 110%% to 
yield 9.428%. Callable 31/12/93 at 110%%, 31/12794 at 102%. and 31712/95 at 101%. h) Amount Increased from DM200mn. 
Coupon pays 6-montn Ubor + %%. Put option, once only, after 2 years at par. CafCabfe from 1933 at par. 


Senate plan 

By Barbara Durr 

in Chicago • 

CHICAGO’S futures exchanges 
objected yesterday in Wash- 
ington to a Senate compromise 
on the long-running dispute 
between the Commodity 
Futures Trading Commission 
and the Securities and 
Exchange Commission. 

At a Senate Agriculture 
Committee hearing, the chair- 
men of the Chicago Board of 
Trade and the Chicago Mer- 
cantile Exchange «prid the com- 
promise would threaten the 
financial Integrity of the mar- 
kets. 

The exchanges oppose the 
proposal which would transfer 
margin authority for stock 
index futures to the Federal 
Reserve. 

Mr William O'Connor, of the 
CBOT, called the transfer 
“unnecessary m»if impractical'’ 
because the Fed could not 
react as quickly as the 
exchanges to raise or lower 
margfnt in moments of crisis. 

Mr John Sandner, chairman 
of the CME, criticised compro- 
mise provisions which would 
allow certain new financial 
products to trade over the 
counter or choose if they 
should be regulated by the 
futures or securities regimes. 

The legislation under con- 
sideration, the Futures Trad- 
ing Practices Act of 1991, 
includes a fire-year reauthor- 
isation of the CFTC. 

SEC alters net 
capital rales 

By Patrick Harverson 

in New York 

THE SECURITIES and 
Exchange Commission, the US 
watchdog, voted yesterday to 
changes in its net capital rules 
which will force broking firms 
to give the commission early 
notice of large capital 
movements. 

The amendments will also 
give the SEC the power to 
prevent holding companies 
from taking money oat of 
broking subsidiaries if the SEC 
believes the transfer would 
jeopardise the braking unit’s 
financial health. 


J Jl swings in the world’s 
securities markets suggests 
market supervisors should con- 
sider increasing the capital 
requirements for securities 
houses and raising the T*mrg m 
downpayment by users of 
futures markets. 

These are among the conclu- 
sions of a report, just pub- 
lished, by an expert group of 
the Organisation for Economic 
Cooperation and Development 
(OECD) into the risks to the 
financial system and to eco- 
nomic wen-being posed by the 
growing interdependence of 
financial markets worldwide. 

The report says: “It would be 
prudent for securities regula- 
tors to work on the assumption 
that securities markets have 
become more susceptible to 
large precipitous price falls 
which would be rapidly trans- 
mitted around the world." 

Margin requirements for 
fixtures exchanges are not nor- 
mally set by market regulators, 
but by clearing organisations 
ltnirgri to individual markets, 
"We have some concern," says 
the report, " that in striking the 
balance between market liqukt 
ity and prudential consider- 
ations, they may, in a competi- 
tive environment, attach too 
much weight to liquidity.’' 

In a market crisis, fixtures 
exchanges may well be forced 
to increase margin require- 
ments further intensifying a 
liquidity squeeze which may 
also be developing. Regulatory 
authorities should therefore, 
where appropriate, encourage 
clearing houses to increase the 
degree of protection against 


frmwyiffltim sho uld be gtVBU 
to raising capital requirements 
for B pnnrftieg houses “need not 
mean that capital require- 
ments shrtnid be set at prohibi- 
tive levels or should attempt to 
prevent any intermediary fail- 
ing", ■ 

The report expresses concern 
that the pristenoe of different 
regulatory regimes in different 
countries "encourages regular 
lory arbitrage, leaves some sig- 
nificant risk-taking activities 
by . intgTmtfriiflTTPfi outSKfe the 
flrngrtrtgi pet, foils to daBvsr a 
comprehensive supervisory 
nup raigh fr rif rvmglnmer ates and 
t- fip i pl^riatpg ftp taA in j o pw- 

tional supervision between 
authorities". 

Efforts to ggfeabiiah multilat- 
e ra l grid bilateral information 
sharing among regulators 
should be intensified. 

Same members of the group 
« fan believed lypnus consider- 
ation shnnid be given to "the 
of a more closely 
integrated system of supervi- 
sion of internationally active 
intermediaries in securities 
markets". - 

To achieve this , securities 
regulators would need to 
develop the equivalent of the 
so-called Concordat now 
agreed among international 
bank supervisors, defining tbe 
relative responsibilities of 
supervisors in the home mar- 
ket and in host countries. This 
would need to be coordinated 
with bank supervisors. 

Greater consistency is also 
needed in setting minimum 
ra pfrid adequacy requirements 


and current efforts needed to 
be pursued intensively to 
achieve workable sdutionsfor 
what ft acknowledges is a “for- 
midable task". , . 

The study also concludes 
that dealer markets - sum as 
the International S tock 
Exchange in London - ©ve 
rise to more ronceni for toe 
fi^anrial system than the more 
traditional auction markets. Jt 
says: "There is no evidence 
that any particular market 
structure is superior to oth- 
ers..” . 

But it adds: "Intermediaries 
evidently carry the greatest 
market risk, however, m those 
markets where they custom- 
arily take large positions as 
principals. In that sense, com- 
peting market-maker struc- 
tures give rise to greater sys- 
temic concern t ha n pure 
marke ts." 

H owever, since it may be 
argued that this type of 
market is best suited to 
d eal with institutions 

wishing to deal in large size, 
"we do not see this as an argu- 
ment for dismantling them but 
as one for focusing attention of 
the risk management of the 
intermediaries". 

The report suggests the ban- 
ning of trading tech- 

niques, such as programme 
trading, .would not make a last- 
ing contribution to the safety 
of the fmnwrfai system. 

The report also expresses 
eftmp doubts about "circuit 
breakers" - market halts 
mpwni: to give a disorderly mar- 
ket time to return to order. It 
was conceivable that an inabil- 
ity to sell in one market 


beau* a dreutt tag 

operation mer^ forres^^ :: ; 

toother asset 

circuit breaks arenot^a^- 
ing. "This might transc^sj*; 
temic concerns elsew^e^m 

the flnandal system or the real. •- 
breakeremi^tJalso 

encourage a ^nagneteffe^ - 
which draws a market down to 
levels where mrcuit breaker 
take effect - as seUere ^ to 
sell before a trading halt takes 
rf t cct 

Hie study also notes that or- : 
cuit breakers .only come into 
play when a disorderly nmrWft 
has already arisen. As much . 
care needs to be 8^ ^ dCTB- : 
ing a satisfactory mechOTism 
for restarting as for closing 
markets, it says. They janm* - 
guarantee that panic wfll not 
continue after trading reopaa. 
"Their availability cannot 
guarantee the containment off _• 
systemic contagion in a major \ 
market crisis," the report con- , 

eludes. . ' 

It endorses recent recom- 
mendations for improving Mia • 
accelerating arrangements for 
settlement of securities traps- 
actions - to move to shorter 
settlement periods, rolling set- 
tlement, book-entry transfer- 
systems and links between set-:.~ 
tlements arrangements in 
home and host countries; and 
"above all, to achieve simulta- 
neous good delivery of securi- 
ties against payment for 
them”. It says netting arrange- .. 
meats would also help. 

u Systemic Risks in Securities 
Markets, OECD Publications, 2 
rue Andri-Pasccd, 75775 Paris 
Cedex 16. Price: FFr100.) 


Defence sought against Eurobond failure 


By Tracy Corrigan 

UNDERWRITERS are adopting 
new strategies towards protect- 
ing themselves in the event 
that a Eurobond issue cannot 
close because of unforeseen cir- 
cumstances. 

A deal lannched by IBJ 
International on Monday car- 
ried an innovative clause 
requiring the termination of 
the issue to be decided by vote. 
A two-thirds majority among 
underwriters is needed to ter- 
minate the issue. The deal in 
question was a CS200m issue 
for Asfinag, the Austrian road 
financing agency. 


Mr Lloyd Schultz, an associ- 
ate director of IBJ Interna- 
tional said that more specific 
force majeure clauses were 
needed to clarify thg position 
of underwriters. The Asfinag 
clause specifies that the issue 
may be terminated "if it 
becomes, in the opinion of the 
managers, impossible or 
impracticable to make pay- 
ment for or effect delivery of 
the bonds". 

The issue of force majeure 
has become contentions in the 
context of the Gulf war. The 
typically broad wording of 


force majeure clauses has made 
the question of when force 
majeure could, or would in 
practice, be invoked rather a 
grey area. Some leading bor- 
rowers have been exerting con- 
siderable pressure to narrow 
the conditions under which 
force majeure can be invoked, 
because they are fearful of 
bring locked into swap agree- 
ments, which are uncondi- 
tional, lRnnrhfld in conjunction 
with a cancelled bond issue. 

Because a lead underwriter 
often fulfils the role of swap 
arranger or counterparty , as 


well, conflicts of interest can 
arise. A lead underwriter also 
acting as swap counterparty 
could be less willing to invoke 
force majeure, which could 
work to the detriment of other 
underwriters. 

The legal and documentation 
committee of the International 
Primary Markets Association, 
the primary Eurobond mar- 
ket’s trade body, meets on 
March 5 to try to formulate a 
standard force majeure clause. 

It is likely that a new clause 
will be added to specifically 
cover settlement problems. 
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RISES AND FALLS YESTERDAY 


EQUITY GROUPS 
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Figures in parentheses show number of 
stocks per section 
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TRADITIONAL OPTIONS 


• First Dealings Feb. t8 

• Last Dealings March 1 

• Last Declarations May 30 

• For settlement June 10 

Far rote indications see end of 
London Share Service 

Calls In Acsls, Andaman Rea- 


Business Technology, Dares 
Ests^ HO, Kunlcic, Nad, Queens 
Moat Houses, Regatlan PrepSn 
Saatehl & SaateW, Tinker Res. 
and U nicti era. Put In Ladbroke. 
Put and call In BTR warrants *93/ 
94. 
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LONDON TRADED OPTIONS 


THE GROWING belief that the 
stock market has recently risen 
too quickly led to profit-taking in 
the futures market yesterday, 
while in traded options turnover 
was boosted by the expiry of the 
February stock options. 

Equity futures a pent most of the 
session drifting lower in low-vol- 
ume trading. With some Investors 
expecting further losses in the 
days ahead there were few buy- 
ers around. But equally there 
seemed little determination to 
sell. 

Instead, prices slid lower on 
the belief that the market was 
unsustainable at current levels. 
The uncertainty about the pros- 
pects for peace in the Gulf war 

calls tins 
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contributed to the air of nervous- 
ness. 

Futures dealers were uncertain 
whether the market would contin- 
ued to weaken, although the 
futures market's lead over the 
stockmarket remained narrower 
than in recent days. At one stage 
the premium was at 30 points, 
though towards the close It was 
at 15. Only some late buying 
pushed it out slightly to a closing 
level ol 19 and this compared 
with fair value of 9. 

March FT-SE closed at 2,317. 
down 15 points on the day. In 
after-hours dealing. March FT-SE 
weakened to 2.314. 

On the traded options market, 
dealing was boosted by the 
CALLS TOTS 
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expiry of February stock options. 
At the final calculation, turnover 
stood at 40.155 contracts against 
25.792 in the previous session. 

Stock options accounted lor' 
over 33.000 contracts compared 
with 20,000. Ot the five busiest 
equity options, three recorded 
February as the most popular 
series. The remainder were lifted 
by rolling out into future months. 

The most active stocks were 
British Telecom (3 .282), Pruden- 
tial (2,102). GEC 1,800, Commer- 
cial Union (1,568) and British 
Aerospace (1,461). 

FT-SE turnover stood at 6.346 
compared with 5,039 with the Feb- 
ruary 2,050 puts the most active 
series. 
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CHG calls for 
£10m to fund 
developments 


By Jane Fuller 

COMMUNITY Hospitals Group, 
the private, medical com pan y 
is raising £l0.4m via a rights 
issue to help fund a £33m 
ouUalng programme over the 
nest two years. 

The l-for-3 issue is priced at 
136p per share, compared with 
yesterday's opening price of 
I72p. which shed lOp during 
the day. 

•The group also announced a 
36 per cent fall to £2m (£3.im) 
in pre-tax profits for the six 
months to December 3L 

However, the previous year’s 
figure had benefited from more 
than £400,000 of interest 
received and a £l.lm excep- 
tional gain from selling a 
stake in another hospital 
company. 

In May 1989. Community 
Hospitals was only the second 
private medical company to be 
floated. 

It followed in the footsteps of 
AMI Healthcare, now con- 
trolled by Compagnie Gene role 
des Eaux, the French services 
group. 

Since notation, CHG has 
spent £igm on expansion and 
refurbishment. It has nine hos- 


pitals with 389 beds and six 
nursing homes with 269. 

The group, which had £6m 
cash in June 1989, had accumu- 
lated £8m debt by December 
1990, representing gearing of 
just over 15 per cent. 

Mr David Croker. finance 
director, said that £2.4m cash 
had been generated from trad- 
ing during the six months. 

To help complete the £33m 
programme, which includes 
building two hospitals and 
extending some nursing 
homes, the group could borrow 
up to £35m from its bankers 
and gearing might rise to 50 
per cent. 

All but £2m of first-half turn- 
over came from the hospitals, 
which contributed £1.6m to 
operating profit 

The nursing homes made 
£360.000 profit. 

Earnings per share fell to 
5.8p (8-7p, or 5.7p before the 
exceptional gain). 

The interim dividend is 2J!p 
(1.9p). 

The issue of up to 8.1m j 
shares has been underwritten 
by Granville. Cazenove is the j 
broker. 
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Fairbriar 
£3m in red 
and passes 
interim 


LOSSES CONTINUED at 
Fairbriar, the housebuilder 
and developer, but at a greatly 
increased rate. 

The interim loss, to Septem- 
ber 30 1990, has grown to 
£3.2 lm. It compared with a 
profit of £3. 32m but that was 
reduced to £2.3m over the year 
by a loss of £1.03m in the sec- 
ond half. 

Mr Remo Dipre, chairman, 
said in spite of the interest 
rate cuts there had been no 
recovery in the housing mar- 
ket. Turnover almost halved to 
£8J34m (£16. 17m) although 
margins on house sales 
remained relatively high. 

Rental income continued to 
grow and there were signs of 
increasing Interest in new 
homes. The company had 
slowed the rate of develop- 
ment in its Industrial and com- 
mercial activities. 

“The reduction of borrowing 
through disposals and cost 
cutting is the board's prime 
objective". Mr Dipre said. 
Interest costs soared to £4JB3m 
(£1.54m). 

No provision had been made 
against the carrying value of 
property assets. However, a 
comprehensive valuation of all 
properties would be under- 
taken at the year-end which 
might lead directors to seek an 
increase in borrowing powers. 

Losses per share were 7.45p 
(earnings 5.71p). The interim 
dividend is omitted; last time 
it was 1.25p but there was no 
final. 


£19m business 
park deal 
for UK Land 

In a deal worth £19m. UK 
Land has exchanged contracts 
for the sale of phase one of the 
Northampton Business Park. 

The entire property has been 
pre-let to Barclays Bank and 
completion date is scheduled 
for June 30. 

UK Land's results for the 
year to end-September 1990 
wfU be delayed pending agree- j 
ment on financing for the > 
remainder of the project. 

The company has also 
announced completion of the 
acquisition of Maswell Estates 
for about £800,000. 


A link-up for little change at the end of the line 

David Owen on the rise of Technophone and why it was sold to Nokia last week 

M R NILS Mortenssoa is It was the UK’s comparative 
thinking about get- wealth of engineers with the 
ting another dog from necessary expertise that above 


M R NILS Mortenssoa is 
thinking about get- 
ting another dog from 
the RSPCA. 

Last week he sold Techno- 
phone, the hand-held cellular 
phone manufacturer he 
founded in 1984 and owned 39 
per cent of, to Finland's Nokia 
for £34m. All he can think of 
buying with the proceeds that 
he would have time for and 
does not already own is 
another dog. 

The sale was primarily moti- 
vated, he says, by the need for 
both companies to generate 
efficiencies of scale in their 
manufacturing operations. "It 
must make sense for the num- 
ber one and number two Euro- 
pean manufacturers to come 
together.” 

Technophone was not in 
financial difficulties in spite of 
tumbling handset prices and 
the ever-increasing research 
and development burden as 
cellular migrates from analog 
to digital technology. "We have 
something like two months’ 
turnover on deposit," says Mr 
Martensson. In the year to end- 
March 1990, the group made 
pre-tax profits of £4 .03m on 
turnover of £49. 09m. 

Indeed, little is initially 
expected to change as a direct 
result of the deal at the pri- 
vately-held Surrey-based com- 
pany which employs 750 people 
worldwide and has manufac- 
turing facilities in Camberley. 
Surrey, and Hong Kong. 

Mr Martensson will remain 
in the driver’s seat and output 
- currently running at “well 
over 20,000 units per month" - 
will continue to grow, “hypo- 
thetically" doubling by the end 
of the year. "Our management 
styles are very similar; there is 
very little bureaucracy at 
either company,” he says. 

Technophone will also .con- 
tinue its efforts to recruit more 
electronics engineers to add to 
the 155 it already employs. 


It was the UK’s comparative 
wealth of engineers with the 
necessary expertise that above 
all motivated the Swedisb-bom 
entrepreneur’s original deci- 
sion to base Technophone in 
London’s commuter-belt. “We 
could not have brought 
together enough electronics 
engineers in any other country 
except perhaps the US,” he 
says. 

This hiring process came hot 
on the heels of a year spent 
scouring the City for finance. 
"I have never heard so many 
people say that something can- 
not be done," Mr Martensson 
recalls. "We had already made 
a dummy. Many finanrini insti- 
tutions had experts who said 
that something that small 
could not be made and that 
cellular would not be that big a 
business.” Eventually £5m was 
raised with the help of a ven- 
ture capital broker. 

Today. Technopbone's out- 
put - like the cellular market 
itself - is split about 50:50 
between portable phones 
(which are made to be carried 
around) and cheaper mobile 
phones (which have fixed in- 
car handsets). This has 
occurred since the start-up of 
the group's Hong Kong plant 
in 1989. 

At first, the company was 
purely a maker of portables. 
This strategy was adopted, 
according to Mr Martensson, 
both in a bid to minimise the 
extent of head-on competition 
with international companies 
such as Motorola of the US 
which dominated the mobile 
market and because "we 
thought that at the end of the 
century portables would pre- 
dominate.” Its first product 
was approved in 1985. 

An early crisis stemming 
from quality problems on the 
production line was resolved 
after the hiring of Mr Frank 
McGovern as factory manager. 
He had been trained in Japa- 



Nils Martensson: will remain in the driver’s seat following the £34m sale 


nese manufacturing methods 
at the Hitachi plant in Wales. 

That hiccup apart, the com- 
pany prospered in part through 
its preparedness to re-engineer 
its products for markets like 
France and Germany whose 
systems did not use mass mar- 
ket technology. By 1986-87 it 
was profitable and by 1987-8S 
sales had risen to £17J23m. 

The move into mobiles was 
motivated by distributor 
demand for a 'single-brand' 
approach. "Without mobiles we 
could not offer a full product 
range," says Mr Martensson. 
"It is not always enough just to 
make a 500cc motorcycle with- 
out doing other sizes.” 

Today, the company exports 
more than 95 per cent of its 
output to a total of 35 markets. 


Along the way, it has picked 
up three Queen's awards for 
export achievement and one 
for technology. 

One thing that the Nokia 
tie-up will not give Techno- 
phone is an in-house chip man- 
ufacturing capability. Both 
groups develop their own chips 
then farm the manufacturing 
out to third party suppliers, 
known as ‘foundries'. 

However, Mr Martensson 
does not believe that this 
makes the combined group vul- 
nerable. "To support your own 
foundry, you need bigger pro- 
duction than even our com- 
bined output," he says. "We 
control the technological end 
of our chip making.” 

Technophone’s original 
shareholders will have reason 


to be thank ful if last week’s 
transaction proves as timely as 
some of the company's past 
deal- making. In May 1989, it 
realised about film by selling 
its 80 per cent stake in Excell, 
the UK distributor. Late last 
year, Excell went into receiver- 
ship, a victim of the vidous 
shake-out currently afflicting' 
the UK mobile telecommunica- 
tion service sector. 

Mr Martensson acknowl- 
edges that the sale was made 
at the top of the market, but' 
admits that things could have ■ 
been different. "We tried to 
buy a company of similar size: 
to get critical mass, but they 
were holding out for a high 
price so we eventually said' 
‘OK, let’s go the other' 
way.’" 


Deal elevates Nokia to second place in cellular phone league 


NOKIA, the Finnish company that has successfully 
challenged Japanese and American giants in the cel- 
lular telephones field, believes Its purchase of Tech- 
nophone of the UK will secure its role in world 
markets, writes Enrique Tessleri in HelsinkL 

Air Jorma Ollila. president of Nokia’s cellular sub- 
sidiary, said that in the next two years there would 
be a significant shake-out in the industry which 
would leave the market with 10 strong players. 

The Technophone deal, which was announced last 
week, would turn Nokia Mobile Phones into the sec- 
ond largest cellular telephone maker after NEC of 
Japan and ahead of Motorola of the US, he said. 


Technophone Is crucial to Nokia Mobile Phones 
because It provides critical mass and a basis for 
growth in an ever-increasing volume-driven global 
mobile phones market, he added. 

“The acquisition can be justified in three ways: it 
gives us additional volume, raises our market share 
and, most important, it increases our research and 
development resources. In my opinion we had, in the 
past, a shortage of R&D manpower,” he added. 

Nokia Mobile Phone is expected to report net sales 
up from FMl.74bn to FM2.3bn (£326m) in 1990, 
amounting to 10. 1 per cent of the group’s expected 
sales of about FM22.8bn. 


Mr Ollila, who stresses the value of Technophone’s 
R&D assets, does not believe that the UK-based com- . 
pany will have an immediate impact on Nokia’s pro; 
auction. 

‘It is still too early to say, but it will take (me to 
two years before you can make any changes in your - 
plant focus and before you can have the next genera- 
tion drawn into the production,” he said. 

About 70 per cent of Nokia’s mobile phones divi- 
sion production units is outside Finland, in Germany 
and South Korea, where in 1984 it founded a joint 
venture with Tandy, the US electronics group, to 
serve the US market. 
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^AMBROSE INVESTMENT 
Trust said that together with 
its advisers. Coopers & 
Lybrand Deloitte. it would con- 
sider the possible offer from 
River Plate and write to share- 
holders as soon as possible. 
Until then shareholders were 
advised to take no action. 
BABCOCK INTERNATIONAL 
has acquired 40 per cent of the 
equity of Contract Prisons for a 
nominal consideration. Other 
shareholders in the company, 
established in 1987 to provide 
prison contracting services to 
government bodies in the UK 
and overseas, are Pricor, based 
in Nashville, and Racal Chubb, 
both with 30 per cent 
BAKER HARRIS Saunders 
Group has acquired CPC, a 
real estate consultancy firm 
with offices in New York, Los 
Angeles, and Denver, for 
8950,000 (£487,000). The acquisi- 
tion will form part of a sepa- 
rate arm of the group concen- 
trating on tenant consultancy 
work. 

BROAD STREET Group: BDDP 
offer has been extended until 
3pm on March 4. BDDP has 
received acceptances in respect 
of- 26 -23m Broad Street ordi- 
nary shares (48,89 per cent). 

DE MORGAN directors have 
noted the recent movement in 
the company’s share price and 
are currently In discussions 
with leading shareholders and 
other institutions with a view 
to securing further long-term 
capital. The company is trad- 
ing within the limits of its 
bank facilities. 

IMI is to spend a further £10m 


in modernising its Yorkshire 
Copper Tube factory in Kirkby, 
Merseyside. New machinery 
will improve production of 
continental tube sizes to take 
advantage of growing Euro- 
pean market for copper tube in 
water systems. 

LEX SERVICE has sold SMT 
Greenock, a Scottish dealer- 
ship with Rover, Land Rover 
and Leyland DAF van fran- 
chises, for £700,000 cash, to five 
SMT managers, led by Mr Rus- 
sell Dunn. Sale forms part of 
Lex programme to reduce its 
small dealerships. 

SKANDIA GROUP Insurance 
Company of Sweden intends to 
take a 33,3 per cent stake in 
Map Securities, a recently- 
formed London stockbroker 
specialising in west European 
equities. The stake, as deter- 
mined by Swedish insurance 
regulations, will comprise a 
mix of voting and non-voting 
shares. 

TGI has reached conditional 
agreement for the sale of Good- 
mans FPD to ARF Electronics. 
The total proceeds from the 
disposal amount to £5m. TGI 
has also entered into a 
subscription agreement 
whereby it will invest £L8m in 
ARF. 

WEMBLEY: United Dutch 
Group, controlled by United 
Dutch Holdings, has completed 
the acquisition of 16.04m ordi- 
nary (18-55 per cent) and 3.11m 
deferred of Wembley. Further 
options make it interested in a 
total 19.86m (22.97 per cent) 
ordinary and 4.08m deferred 
shares of Wembley. 


PUBLIC WORKS LOAN BOARD RATES 


February 20 


1— 11*4 12*2 

Over 1 up to 2 11% 114 11 12% 12^2 11^ 

Over 2 up to 3 1U* 114 10\ 12** 12k Wh 

Over 3 up to 4 11 10^ 10% 12 11% -11% 

Over 4 up to 5^. — 10?* 103* 10*5 11% 11% 11% 

Over 5 up to 6 10% 10% • 103» 11% 11% 11% 

Over 6 up to 7 . 10% 10% 10 % 11% 11% 11% 

Over 7 up to 8. 10% 10% 107 8 11% 11 % 11 % 

Over 8 up to 0 — 10% 10% 11 11% 11% 11% 

Over 9 up lo 10 10% 10% 11 11% 11% 11% 

Over 10 up to 16 — 10% . 11 10% 11% 11% 11% 

Over 15 up to 2fi... — 11 10% '10% 11% 11% 11% 

Over 25 -1078 10% 10% 11% 11 % n% 

■Non-quota loans 0 are. 1 per cent higher in- each case than non-quota 
loans A. YEqual Instalments of principal, tt Repayment by half-yearly 
annuity (fixed equal half-yearly payments to Include principal and 
interest). § WHh half-yearly payments of interest only. 
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NEW BULL MARKET 
IN STOCKS? 

CALL FOR OUR 
CURRENT VIEWS 


CAL Futures Ltd 
Windsor House 
50 Victora Street 
London SWIHONW 
Td: 071-799 2233 
Fuc 071-799 1321 



Rarely is one presented with 
such an excellent opportunity. 
Seldom, in fact, does London see 
such an opening. 

With the launch of Balmoral 
Court, one of the capital's most 
acclaimed areas is now the setting 
for 2 1 or the most luxurious 
contemporary apartments ever built. 

This regal collection comprises 
superlative new one, two and three 
bedroom homes - and just two 
absolutely stunning penthouses. 

So Balmoral Court is able to offer 


residents the highest standards of 
cultured living just minutes from 
Regents Park and Lord's Cricket 
Ground and close to Bond Street. 
Park Lane. Mayfair and the West 
End. 

Balmoral Court is just launched 
so, to be one of the very finst to 
view, visit this weekend. 
BALMORAL COURT, 

Queen’s Tferrace, 

St John's Wood 

Only 19 regal new one. two 
and three bedroom apartments. Just 


two new three bedroom, three 
bathroom penthouses with stunning 
views. Prices available upon 
application. 

Show apartments open 
everyday from 12 pm to 6ptn. 
Telephone: 071-722 224o. 

Sole Selling Agent: 

Pt5H| Anscombe 
&Ringland 

88 St. John’s Wood High Street, 
London NWS 7HX. Tbi: 071-586 3111- 
FbX: 071 -485 2343. 
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- - HIGGS AND HILL HOMES ===== 

Higgs and HiD Homes. Wrstern House. Moor Lane. Si aides. Middlesex TW18 4XQ. 








Yorkshire Chemicals rises 
12% despite strong pound 

By Andrew Bolger 


YORKSHIRE CHEMICALS, the 
dyes, tanning materials and 
speciality chemicals manufac- 
turer which exports more than 
90 per cent of its output, yes- 
terday reported a 12 per cent 
rise in annual profits in spite 
of the strength of sterling in 
the second half. 

Pre-tax profits in 2990 finned 
from £9.6m to £10.79m on turn- 
over of 281.6m (£70.02m). 

Mr Phillip Lowe, chairman, 
said the group's mainstream 
products remained firm all 
year. 

However, the appreciation of 
sterling, especially against the 
US and Australian dollars, 
curbed turnover and profit 
margins from May onwards. 

The growth from 36.3p to 
37.8p in earnings per share was 
restricted by an increase in the 
tax charge from 30 to 34 per 
cent 

Mr Lowe said: “Although the 
immediate outlook is uncer- 
tain, the group is financially 
strong and continues to plan 
for profitable long-term expan- 
sion. Acquisitions to add niche 
technology or accelerate mar 
ket penetration continue to be 
sought. 


Yorkshire Chemicals 

Share price relative to 



“The present search is con- 
centrated upon companies that 
specialise in leather finishing 
products, textile process chemi- 
cals and pigment dispersions 
complementary to the group’s 
gristing ran ges " 

Yorkshire plans to invest 
£42m during 1991-96, mainly to 
update and enlarge UK manu- 
facturing operations - particu- 
larly in the speciality chemi- 
cals division, where old plant 
has restricted growth. 

A final dividend of 9p makes 


a total for the year of l&5p 
(I2p), an increase of i£5 par 
cent 

• COMMENT 

These are very respectable 
results, considering the ham. 
mering Yorkshire has taken on 
currency movements. It reck- 
oned that the dollar's weak- 
ness could not continue and 
ran down its hedging last year. 
Getting that judgment wrong 
cost It £l.lm off tire pre-tax fig- 
ure and the group has minimal 
forward cover for the current 
year. 

However, the underlying 
businesses continue to trade 
profitably in their niche mar- 
kets and the envisaged capital 
expenditure programme should 
reduce unit costs In the longer 
term. 

A cautious forecast of full- 
year profits at £9-5m puts the 
shares, which dosed down lOp 
at 363p. on a prospective multi- 
ple of just under 11. 

Given the group’s strong 
management record and nil 
'gearing, the shares are an 
a t tr a ct iv e play for those who 
think a bounce by the dollar is 
overdue. 


Provident Financial shows 
14% expansion to £36.2m 


Touchstone 
recommends 
Stratagem offer 

By Andrew Bolger 

Touchstone Group, the 
computer services company, 
yesterday recommended its 
shareholders to accept a 
£6. 7m offer from Stratagem 
Group after the investment 
company had increased Its 
offer for Touchstone loan 
stock. 

The bidder raised its offer 
from 21 to 25 ordinary Strata- 
gem shares for every £100 
nominal of Touchstone loan 
stock, with a £32 cash alterna- 
tive. 

Stratagem is also offer- 
ing one of its ordinary shares 
for every 32 Touchstone 
shares. 

Stratagem said it now 
owned or had acceptances rep- 
resenting 56.8 per cent of 
Touchstone’s ordinary shares 
and 40.8 per cent of Touch- 
stone’s loan stock. 

Touchstone shares dosed at 
5p, unchanged on the day, as 
were Stratagem shares at 
154p. 

Stratagem said its increased 
offer was conditional only on 
listing being granted for its 
newonhnary shares, in which 
dealings were expected to com- 
mence today. 


By David Barchard 

PROVIDENT FINANCIAL, the 
consumer finance group, made 
pre-tax profits of £36.2m in the 
year ended December 31 1990. 
up more than 14 per cent on 
the previous year’s £31. 7m. 
Turnover rose 11 per cent to 
£317.6m. 

Mr Peter Hogg, chief execu- 
tive. said the company bad 
made good progress in spite of 
a sharp deterioration in eco- 
nomic conditions and it had 
not been necessary to make 
any changes to its provisioning 
policies. 

During the year Provident 
Financial established a new 
subsidiary. Peoples Motor 
Finance, by merging Bums- An- 
derson Finance, which it 
acquired in 1990. with Lynn 
Regis Finance, its motor hire 
purchase company. 

Profits in the core consumer 
credit business rose by £3m to 
£32.7m, but insurance profits 
were down to £6 5m (£9 5m). 

Non-core activities made a 
profit of £700,000 (£900,000 loss). 
During the year, the group sold 
two subsidiaries, PMSL Com- 
puter Services, and Mentor 
Interactive Trading, and dis- 
posed of its stake in Invergor- 
don Distillers. 

Earnings per share were 


48.05p (42.76p) and a final divi- 
dend of 155p is recommended, 
bringing the total for the year 
to 23 -5p (20Jip). 

The shares rose sharply dur- 
ing the day to dose at 449p, up 
24p. 

• COMMENT 

Yet again Provident Financial 
has shown an ability to grow 
steadily at a time when larger 
lenders are being buffeted by 
unfavourable market condi- 
tions. Part of the secret is no 
doubt that people who live in 
council houses, as most Provi- 
dent customers do, are shel- 
tered from the sting of higher 
mortgage interest payments. 
The withdrawal from business 
areas outside those directly 
related to consumer finance is 
evidently working well. 
Equally impressive is a fall in 
central costs from £6.4m in 
1989 to £4.1m. On the down- 
side, Provident’s customer base 
will almost certainly be hit by 
higher level of unemployment 
during the coming year and 
the motor insurance market is 
likely to remain very tough in 
1991. Slightly slower profits 
growth is therefore to be expec- 
ted. But these days this hardly 
counts as bad news. 


UK COMPANY NEWS 



Abo Harper 


Michae l Hepher, chairman of Lloyds Abbey life, who is 
looking to expand Its European operations into Italy and 
Spain to go alongside its thriving German business and 
Irish operation. At home, be reported better-than-expec- 
ted pre-tax profits of £318.9m for 1990, with the estate 
agency business r e tu r ni ng a reasonable £12.7m. Particu- 
larly pleasing was the continued expansion of sales of life 
and general insurance contracts to Lloyds Bank custom- 
ers through the bank branch network, the main feature 
in life profits rising nearly 20 per cent to £264L8m in a 
dull trading year. 


Government pressed to 
extend brewers 9 deadline 


By Philip Rawstome 

MR PETER LILLEY, trade and 
industry secretary, is being 
pressed to extend the deadline 
of November 1992, by when 
national brewers must give up 
their rights as exclusive 
suppliers to nearly 11,000 of 
their pubs. 

Government orders, follow- 
ing the Monopolies and Merg- 
ers Commission's 1989 report 
on the industry, require the 
brewers to sell or lease half 
their pubs in excess of 2,000 to 
free them from the tie. 

The slide in the property 
market has already reduced 
pub prices by 15-20 per cent 
over the past year and brewers 
fear values could fall further if 
they are forced to put more 
pubs up for sale within the 
next 20 months. 

Bass, which is to announce 
sales of some of its pubs today, • 
has to free about 2,680 from the 
tie. AUied-Lyons has to release 
2550. and Whitbread, 2500. 

If the Grand Metropolitan 
breweries-for-pubs swap with 


Courage goes ahead as expec- 
ted. another 3,600 pahs will be 
sold or leased from their 
estates. 

Further difficulties are aris- 
ing over the negotiation of 
leases for many of the pubs to 
be freed. 

Brewers will be unable to 
change the terms of some 
leases unless agreement is 
reached with tenants by July 
next year. 

To protect themselves, brew- 
ers say they may be forced to 
issue notices to quit on tenants 
who have not agreed to new 
terms within the next three 
months. 

Both brewers and tenants 
have been lobbying MBs at 
Westminster for some relax- 
ation of the 1992 deadline so as 
to ease their difficulties. 

A DTI official said yesterday: 
There are no {dans to amend 
the regulations.” But she 
added that ministers were in 
regular contact with all sides 
of the industry. 


Restructure 
could raise 
WPP’s 
interest 
bill by $5m 

By Alice Rawsthom 

WPP, Mr Martin Sorrell’s 
m a rketing -services group, mav 
face atSm (£25m) increase in 
animal interest payments 
when its $lbn restructuring 
p ackag e is completed. 

WPP is now approaching the 
final stages of discussions 
with its 30-strong hanking 
syndicate, led by JP Morgan, 

to restructure its debt to avoid 
breaching its banking cove- 
nants later tills year. 

The banks are bettered to be 
asking WPP for a "success fee” 
for completing the restructur- 
ing and also for an i ncrea se in 
interest. At present WFP pays 
int er est at a margin of 1% per- 
centage points above money 
market rates to its bigger 
banks - representing two 
thirds of its debt - and of 1% 
percentage points to its 
smaller twnfcg- . 

After the restructuring, the 
interest margin for all the 
bank* is likely to increase to 2 
percent age p oints. This would 
involve WFP paying additional 
interest of between $4m and 
35m a year. 

WPP, advised by Samuel 
Montagu, lias yet to reach 
agreement with its banks on 
the form of the success fee or 
on the precise level of the 
Increase In Interest rates. It is 
expected that preliminary pro- 
posals for the restructuring 
will be produced in mid- 
March. Hie documentation for 
the deal will ff»«t take roughly 
two mo u t hs to complete. 

At present WPP’s debt Is 
composed of a $600m seven- 
year term loan and working 
ca pit al farfittieB of ymom. As 
part of the restructuring it 
hopes to convert about $100m 
of additional uncommitted 
farffitipt — mainly short term 
overdrafts of operating compa- 
nies — into committed facili- 
ties. 

In addition WFP is negotia- 
ting with its banks to renew 
just under 3100m of media 
guarantees tor J Walter 
Thompson and Ogilvy & 
Mather, its international 
advertising agencies. 

The package is also expected 
to involve reducing cove- 
nanted interest cover for 1991 
and 1992. At prese nt the mini- 
mum covenanted cover is 2.8 
times for this year and 3.2 
times for 1992. 

On the basis of current 
p rofit predictions for WPP - 
Warburg Securities recently 
reduced its 1991 forecast from 
£77m to £44.6m - the group is 
likely to ask for minimum cov- 
enanted cover of about 2 times 
for this year. 


Maxwell plans to 
revamp MGN 

board for flotation 


By Maggie liny 

MR ROBERT MAXWELL, who 
is planning the flotation of Mir- 
ror Group Newspapers, his pn- 
vate newspaper b usine ss, is 
arming to recruit a number 01 

independent-minded nonexec- 
utive directors to its board to 
avoid the perception that he 
would exert too much influ- 
ence on the company. 

He pig"* to keep a majority 
of the MGN shares when it is 
floated, before the end of 
June. 

Meanwhile, Maxwell Com- 
munication Corporation, Mr 
Maxwell’s publicly-quoted pub- 
lishing company, yesterday 
had its US debt assigned a 
“speculative grade" rating by 
Moody’s, the New York-based 
credit rating agency. 

Analysts believe that the low 
rating the stock market puts 
on MCCTs shar es is in part due 
to the large stake owned by 
hifn l Wa family and the Max- 
well Foundation. This holding 
has risen to over 70 per cent 
recently. Mr Maxwell said yes- 
terday th at, the company had 
not become a close company as 
a result 

MCC shar es are on a histone 
yield of 13.3 per cent, while 

hanker s and brokers working 
on the MGN issue are believed 
to hope for a yield of 8 per 
cent A dividend forecast will 
be contained in the prospectus 
when it comes. 

MGN, which includes the 
Daily Mirror, Sunday Mirror, 
The People and the Daily 


Record and Sunday MaiL pf 
Scotland, has yet to decide, . 
whether to issue a prutttto^ 
cast in the pmspartus.^^- 
for 1990 have yet to be 
lfched but a 

ureofaboutfiaOmisa^^. : 
Mr Maxwell acqmrai .MGN' 
in 1984 from Reed Interna- 
tional the poHft&Srf 
pony, for £ll3.4m. Estimates*# . 

the value the market will pg. 

on MGN have reached asmuch 

as £lbn. But analysts believe 

this is far too high. . 

Moody’s yesterday assigned 
r ating s to MCC’s debt tor the 
first time. The ratings srt were 
Not Prime for shart-tem pem. , 
Single-B2 for senior longterm 
debt and Sirtgle-B3 for subordi- 
nated long-term debt. _ 

In December, IBCA, the Lon- 
don-based rating agency, down-- 
graded MCC's semor £ebt 
indicating “a possibility^ or 
investment risk 

• MCC gave further details, 
yesterday about the departure 
of Mr Richard Baker, the 
group's deputy managing. 
director. His early retirement 
to “pursue his private activi- 
ties” was announced late on 

Tuesday- . " 

Mr Baker will not receive 
any compensation beyondj the; 
12 mo nths salary he is entitled 
to under his contract, thought 
to be less than £200,000. 

Analysts noted yesterday 
that Mr Baker was the third 
MCC director to resign in the 
past few months. 


SE probe at Channel Tunnel 

By Clare Pearson 

Channel Tunnel Investments, the small investment company,' 
yesterday asked the insider dealing group of the Stock Exchange 
to wiakp investigations after Its share price more than doubled 
over the past week. . , . 

Yesterday the shares, which stood at about 25p more than a 
week ago, closed up 5p at 53p. ...... 

T he company said it noted the development, for which it knew 
of no reason, with “astonishment”. 

It had flgkpd fiie exchange to conduct a full investigation into 
the background to and basis for the rise. 


DIVIDENDS ANNOUNCED 



Current 

payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Armitage Bros 

— int 

2JS 


2.4 

_ 

5.2 

Community Hasp 

—int 

JL2 - 

May 10 

1.9 

- 

5-2 

Faktniar - 

int 

nil 

. 

1.25 

- 

1-25 

Ftemlng High Inc fnt 

1.454 

Apr 2 

1.3 

- 

5.25 

Gartmore Pacific. 

fin 

0.1 .. 

Apr 10 

- 

0.1 

- 

Uoyds Abbey 

— fin 

11 

May 7 

11 

17 

17 

Provident Find 

— fin 

15.5 

-Apr 26 . 

13.5 

23^ 

20.5 

St DavfdVlnv 

— int 

4.7 

Mar 28 

4.4 

. 

13.2 

Yorks Chemicals . 

— fin 

9 

Apr 11 

8.5 

13.5 

12 


Dividends shown pence per share net except where otherwise stated. 
•Equivalent after allowing lor scrip Issue. tOn capital increased by 
rights and/or acquisition Issues. §USM stock. ^Third interim 




KAYABA INDUSTRY CO., LTD. 

Tokyo, Japan 


DM 90,000,000 

5 78% Bearer Bonds due 1995 
with Bearer Warrants attached 

The Bonds are guaranteed by 

The Fuji Bank, Limited 

Tokyo, Japan 


WESTDEUTSCHE LANDESBANK 
GIROZENTRALE 


YAMAICHI BANK 
(DEUTSCHLAND) GMBH 


NEW JAPAN SECURITIES 
EUROPE LIMITED 


BAYERISCHE LANDESBANK 
GIROZENTRALE 


FUJI BANK (DEUTSCHLAND) 
AKTIENGESELLSCHAfT 


BANK BRUSSEL LAMBERT N.V. 


BAYERISCHE VEREINSBANK 
AKTIENGESELLSCHAFT 


BARING BROTHERS & CO., 
LIMITED 

BHF-BANK 


COMMERZBANK 

AKTTENGESaLSCHAFT 

DEUTSCHE BANK 
AKTIENGESELLSCHAFT 


1NDUSTRIEBANK VON JAPAN 
(DEUTSCHLAND) 
AKTIENGESELLSCHAFT 


CSFB-EFFECTENBANK 

AKTIENGESELLSCHAFT 


DRESDNER BANK 
AKTIENGESELLSCHAFT 


KLEINWORT BENSON 
LIMITED 


DAfTO SECURITIES EUROPE 
LIMITED 

ROBERT FLEMING 
(DEUTSCHLAND) GMBH 


MERRILL LYNCH BANK AG 


MORGAN STANLEY GMBH 


NIPPON CREDIT INTERNATIONAL SANYO INTERNATIONAL LIMITED 

LIMITED 


J. HENRY SCHRODER 
WAGG & CO. LIMITED 


S.G. WARBURG SECURITIES YASUDA TRUST EUROPE 

LIMITED 



NEWS DIGEST 


Herrburger 
Brooks hits 
flat note 

HERRBURGER BROOKS, the 
piano actions and furniture 
group, hit a discordant note at 
its interim stage. 

The Nottingham-based com- 
pany announced taxable prof- 
its of £104,331 for the six 
months to November 30 - 
against losses of £52,658 last 
time - but this masked a trad- 
ing deficit of £55,339 (profit of 
£54,125) before foreign 
exchange gains of £252,880 
(£4,071). Interest payable fell to 
£93,210 (£110,854). 

Mr Anthony Habig, chair- 
man, described the results as 
“disappointing” and offered 
scant comfort for fixture trad- 
ing: “The worldwide downturn 
in the piano industry, coupled 
with the strength of sterling is 
makin g It Increasingly difficult 
to sell competitively and profit- 
ably overseas, which threatens 
85 per cent of the piano divi- 
sion’s business.” 

To compound the group's 
problems, one of its largest 
customers, based in Europe, 
has recently gene into receiver- 
ship and this led to 73 employ- 
ees being made redundant last 
week. “The emphasis ... is 
for tight controls with maxi- 
mum effort being made £0 
reduce costs’* he said. 

However, a brighter note 
was provided by the ftzrniture 
activities which, according to 
Mr Habig, were building up a 
good reputation with further 
growth anticipated. 

Turnover expanded slightly 
from £3.48m to £3.62m. Earn- 
ings per share emerged at 5.19p 
(losses of 3.02p). 

Cost cuts help raise 
Armitage Bros 15% 

Interim profits at Armitage 
Brothers, the pet products and 
accessories manufacturer, have 
benefited from a more profit-, 
able mix of products sold and a 
continuing cost reduction pro- 
gramme. 

In the 28 weeks to December 
15 1990, sales unproved just 2 
per cent to £12.73m (£12.47m) 
but pre-tax profit increased 15 
per cent to £579.000 (£503^00). 
Interest costs were lower at 
£228,000 (£265,000). . . 

Mr Russell Taylor, chief 
executive, said no significant 


lift in sales was expected for 
the rest of the year, but bene- 
fits should continue from cost 
reductions. New business was 
being gained in the UK and 
overseas, in spite of tough trad- 
ing conditions. 

Earnings per share expanded 
to 9.1p (Bp) and the interim div- 
idend is 2.5p (2.4p). 

Initial payment at 
Gartmore Pacific 

Gartmore Emerging Pacific 
Investment Trust is paying a 
dividend of 0.1p for its first full 
accounting period - Novem- 
ber 3 1989 to December 31 1990. 

Gross revenue amounted to 
£851,000 and earnings per share 
came through at 0.19p. 

At December 31 net asset 
value was 44L9p, a marginal 
increase on the 44.lp reported 
at September 30. 

Fairline Boats to 
shed 70 jobs 

F airline Boats, the Peterbor- 
ough-based boat builder, has 
announced some 70 redundan- 
cies at its production plants at 
Oundle and Weldon, Nor- 
thants. Fairiine currently has 
more than 500 employees. 

Mr Sam Newington, chair- 
man, gft id that trading to date 



Sam Newington: ebaixman 


had been satisfactory but given 
the current uncertainty regard- 
‘ the recession in the UK 
the conflict in the Middle 
East the company felt it pru- 
dent to take action. 

St David’s 
Investment Trust 

St David’s Investment Trust 
raised net asset value per 
income share to 103£4p at Jan- 
uary 31 1991, against lG2T8p a 
year earlier, but the figure per 



capital share fell from 16696p 
to 113 -8p. 

Net revenue increased from 
£242,000 to £281,000, after tax of 
£106,000 (£85,000). Earnings per 
share increased from 5.9p to 
6£5p and the interim dividend 
is lifted to 4.7p (4.4p). 

Pirin takes over 
Courtney contracts 

Courtney Pope (Holdings), the 
shop-fitting and engineering 
company which has put six 
subsidiaries into receivership, 
is selling the contracts of three 
other businesses for an undis- 
closed amount to Pirin, a pri- 
vate concern. 

The work being taken over 
by Pirin, a building- and shop- 
fitting contractor, was being 
carried out by Courtney’s Fred- 
erick Sage and Brent Architec- 
tural Metalwork subsidiaries. 
They were linked via inter- 
company loans to Quickwood, 
the shop-fitting company 
where receivers from Touche 
Rosa were appointed last week. 

Courtney said negotiations 
with Finn had been going on 
for some months and were now 
being concluded by the receiv- 
ers at Quickwood. 


Fleming High Inc 
falls 9% to £1.44m 

The pretax result at Fleming 
High Income Investment Trust 
fell 9 per cent, from £L58m to 
£L44zn, in the nine mon ths to 
January 31. 

The trust said that last 
year’s figure had benefited 
from a substantial amount 
earned from funds held on 
deposit 

Net asset value came to 
82. Ip, against 969p at the end 
of the comparable nine 
months. 

An increased third interim 
dividend of L45p (L3p) makes 
4-Jp so far this year, on Rno to 
meet the year’s target of 5.75p, 
an increase of 9.5 per cent 
Earnings per share came out at 

4-23p (4.B9P). 

Doctus in row over 
severance payments 

Directors and senior managers 
at a company bought last year 
by Doctus, the management, 
personnel and marketing con- 
sult ancy , are threatening to 
OTer severance payments. 

Two directors and three 
semor managers made radon- 


acquired by Doctus last March, 
claim the total amount that 
should be paid to them is 
roughly £170,000, but Doc- 
tus has offered substantially 
less. They planned to try to 
raise the matter at the group’s 
annual meeting in London 
today; 

They said the two directors 
had contracts entitling them' to 
12 months' notice, while two of 
the managers had six-month, 
entitlements, in addition to 
redundancy pay. An offer .to 
settle for less had been turned, 
down by Doctus. 

There is a separate dispute 
over deferred payments for the 
company, which mariratc man- 
agement development pro- 
grammes. Most of the 15 
employees have lost their jobs 
in what Doctus described as a 
restructuring exercise. 

Doctus said the issue was 
complicated because the 
employees were former share 1 
holders in Buckingham. The 
matter was still under negotia- 
tion and would be diseased at a 
board meeting on Friday. “A 
lot of litigation” was expected. - 

The group increased pre-tax 
profit by 35 per cent to £H.4m’ 
in the year to end -September, 
although earnings per share 
rose less rapidly to 18JJ7D 
(lG.03p). Net debt of £25m couk 
pared with shareholders’ funds 
of £13 .2m. 
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Amdahl 
sets off 
a Sparc 

ADTOAHIi, the OS computer 
Partly owned by 
Fujitsu of Japan, has 
announced that It intends to 
DU2Q computer systems based 
upon a family of high-perfor- 
mance microprocessors devel- 
oped by Sun Microsystems. 

The microprocessor family 
Jmown as Sparc, is of a design 
Known, as reduced instruction 
set (Rise) which trades off sim- 
puoty of architecture against 
complex, operating software. 

For Amdahl, which pio- 
neered “plug compatible manu- 
facturing” - developing com- 
puters functionally identical to 
those made by International 
Business Machines - buil ding 
computers around a Rise chip 
win be a big departure. 

The move may, however, be 
related to moves being made 
by Fujitsu to develop a strat- 
egy to compete in the “new” 
computing world of open 
systems and standard micro- 
processors. Jt has already 
formed a top-level strategy 
group involving both Amdahl 
and its UK-based subsidiary 
International Computers (1CL). 

ICL makes powerful work- 
stations .(network servers) 
based an Sparc chips which 
Fujitsu intends to market in 
Japan. Fujitsu Microelectron- 
ics, a US semiconductor subsid- 
iary of Fujitsu, manufactures 
Sparc chips under licence. 

Amdahl refused to comment 
on the types of computer the 
company intends to build 
using Sparc microprocessors. It 
also denied that there had been 
co-ordination between Amdahl 
and ICL over Sparc products. 

Amdahl, 43 per cent owned 
by Fujitsu, is increasingly giv- 
ing attention to “open 
systems”, although the compa- 
ny's primary focus remains the i 
IBM-compatible mainframe I 
computer market 

“We are impressed with the 
benefits and success of the 
Sparc technology," said Joseph 
Frances coni, Amdahl senior 
vice president of open systems. 
“To' complement our broad fine 
of products based on the Sys- 
tem/390 architecture, we are 
interested in technologies like 
Rise as a means of providing 
effective solutions to custom- 
ers’ data processing needs.” 

Louise Kehoe 
Alan Cane 


T he British Technology 
Group Bill, which 
began its passage 
through parliament 
this month, aims to turn BTG, 
tne government's agency for 
hacking inventors, into a gov- 
ernment-owned pic as the first 
step towards privatisation in 
the autumn. Politicians and 
scientists have pointed to risks 
that a buyer might strip BTG's 
assets and quickly abandon an 
agency built up over 40 years. 

BTG is a s mall , high-technol- 
ogy company that is probably 
as big as it can get in Britain, 
but sees excellent prospects for 
growth overseas. It deals in the 
esoterics of technology trans- 
fer; that is. in intellectual prop- 
erty such as patents and 
“know-how”. Inventions and 
scientific ideas are transformed 
profitably into new products 
and processes. 

In these areas Britain has 
had a few remarkable suc- 
cesses. such as Pilkington's- 
float glass, and many expen- 
sive state-funded failures 
including airliners, machine 
tools and nuclear reactors. 

An example of a brilliant 
British invention Is magnetic 
resonance imaging, a medical 
scanning technology that is 
expected to be BTG’s biggest 
single source of income this 
year. Yet no British manufac- 
turer is using the patents. 
BTG’s income is generated 
from royalties on a portfolio of 
about 16 university patents, 
prised with great skill and per- 
sistence from such companies 
as US General Electric, Tosh- 
iba and Siemens. 

BTG has spent more than 40 
years learning the pitfalls of 
intellectual property, and the 
idiosyncrasies of people with 
bright ideas. It has learned, for 
example, that the easiest way 
to make enemies is to refuse to 
give inventors public cash. 

Unfortunately for its public 
relations, there are far more 
reasons for saying no than for 
writing a cheque. The idea 
may not work, or may not be 
new, or may be judged not so 
bright commercially. The 
inventor may be too demand- 
ing, unco-operative, lacking in 
commercial acumen Often it 
takes time as well as skill and 
experience to evaluate an idea 
and its sponsor properly, and 
to decide what is a reasonable 
sum to gamble. For gambling it 
invariably is. 

As the National Research 
Development Corporation, BTG 
was born in 1948, with the 
political goal of preventing 
British brainwaves from being 
exploited overseas, as was 
thought to have happened with 
penicillin. (The war-time gov- 
ernment sent penicillin’s 


TECHNOLOGY 

David Fishlock argues the case for and against 
privatisation of the British Technology Group 

The bird yearns 
to leave the nest 


BTG 
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Sir Colin Barter. BTG chairman 

inventors to the US specifically 
to find companies willing to do 
the development British indus- 
try was unable to do.) 

By the late- 1970s BTG had 
built up considerable legal and 
technical skills in securing 
intellectual property rights for 
its inventors. It then fell foul of 
the new Thatcher government 
for allegedly foiling to patent 
an invention for making mono- 
clonal antibodies. 

The evidence suggests that 
the Medical .Research Council 
scientists , involved were more 
interested in academic honours 
than commercial opportunities 
and gave no help. But as pun- 
ishment the government 
merged it with the much big- 
ger National Enterprise Board, 
repository of industrial “lame 
ducks”, and renamed it BTG. 

Sir Colin Barker became 
chairman in 1983 with a brief 
from the Department of Trade 
and Industry to liquidate its 
lame ducks and beef up the 
business of technology trans- 
fer. He wooed a British scien- 
tist, Ian Harvey, back from the 
US as his chief executive. 

Of the former NEB, there is 
nothing left for sale, says Sir 
Colin. He is trading very profit- 
ably for a team of less than 


Funds paid to inventive sources 
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200, but that is because BTG is 
more than simply a technology 
brokerage. It is an organisation 
with exceptional in-house 
skills at handling intellectual 
property. As Harvey puts it: 
“We add a tremendous amount 
of value - and then we license 
ft.” He claims it is the world’s 
leading organisation devoted to 
technology transfer. In 1989-90 
BTG earned 129.5m - 70 per 
cent from overseas - and 
made a pre-tax profit of £9.5 tn. 

Privatisation is an objective 
which BTG’s management 
council has been working 
towards for several years. DTI 
officials claim that until las t 
week's parliamentary debate 
the issue had aroused almost 
no public - or even Inventor 
- interest, which may account 
for the sudden concern about 
asset-stripping. 

Price Waterhouse, as finan- 
cial advisers to DTI on the sale, 
is about to submit a report 
which should clear up many 
concerns, and indicate who 
might buy its shares. He 
believes BTG is too specialised 
a business for a general flota- 
tion of the kind used for the 
electricity companies. 

What would make no sense 
whatever to BTG’s manage- 


ment council is a break-up. Sir 
Colin says. For example, all 
parts of BTG depend on a large 
core team of about 30 legal and 
patenting experts who service 
all its manifold technical activ- 
ities. The council has three 
overriding concerns - that 
BTG shall retain its reputation 
for impartiality, integrity and 
independence; what Sir Colin 
calls “the three Is”. Indepen- 
dence implies that no single 
company should gain control 
of this broad-spectrum agency. 

Sir Colin, in consequence, 
puts a conservative value on 
BTG, only £35m-£45m. This 
includes reserves of about 
£20m and its own building at 
the Elephant and Castle worth 
£8m or more. But his figure 
assumes there will be restric- 
tions imposed by government 
to guarantee the “three Is". 

An unrestricted sale could 
fetch mnch more. Japanese 
industry - which has first- 
hand knowledge of BTG’s 
skills, not least in negotiating 
royalties from its big electrical 
groups - has been showing 
keen interest The government 
has already had a recent expe- 
rience of a highly technical 
activity fetching twice what it 
was forecast to make, when it 


sold the Plant Breeding Insti- 
tute to Unilever. 

BTG'S success in technology 
transfer is rooted in the size of 
the catchment area ft has teen 
cultivating, far bigger than the 

world's biggest universities. 
Increasingly in recent years it 
has recognised that it must 
exploit a global catchment. 
Britain does only 5 per cent of 
the world's science. BTG has 
been introducing British indus- 
try to other countries’ ideas 
and inventions - no part of its 
original brief. Last summer it 
made a major move into the 
international market for intel- 
lectual property by setting up 
BTG Inc in Pennsylvania. 

Assuming government, on 
the basis of the Price Water- 
house report, goes ahead with 
the sale it still has a wide 
range of options, ranging from 
an unfettered auction through 
some kind of foundation, to a . 
management buyout on the 
management team’s own i 
terms. 

But BTG’s management 
believes that it has reached the 
limits of development in the 
public sector. Even though it 
has won considerable freedom 
from the DTI, there remains 
the fact that for overseas peo- 
ple and organisations it is 
unambiguously an agent of 
government. The government 
imposes financial constraints. 
BTG cannot acquire more than 
25 per cent of the equity in a 
company or spend more than 
£250.000 without special dispen- 
sation from government. If 
BTG is to grow, it must be 
freed. Sir Colin believes. 

The alternative is to see 
BTG’s role more narrowly, as 
an agency working primarily 
- even wholly - for British 
academics and inventors, as 
the National Research Develop- 
ment Corporation was origi- 
nally conceived. But the 
monopoly it was then granted 
by government on the ideas of 
British academics and govern- 
ment scientists ended in 1985. 

Since then about three-quar- 
ters of British universities 
have been given permission to 
market their own intellectual 
property. Research agencies 
such as the Medical Research 
Council also operate indepen- 
dently. BTG must compete also 
with substantial private-sector 
technology transfer agencies 
such as 3i for the attention of 
Britain’s scientists. 

In short, the game has 
changed completely. But BTG 
believes that of all the dozens 
of new technology transfer 
activities which have sprung 
up in Britain in the last few 
years, it is the only one 
equipped and battle-hardened 
to compete on a global front 


A desert guide to 
steer troops clear 


By Della Bradshaw 

E very desert land offen- 
sive since the Second 
World War has relied on 
men who could read the stars 
to help the troops determine 
their position. But If the allied 
forces mount a ground attack 
from the Sandi Arabian desert 
they will use sophisticated 
electronic equipment to 
replace the a str o nom er. 

A network of American- 
made satellites will enable sol- 
diers on the ground to calcu- 
late their position with pin- 
point accuracy. This global 
positioning system (GPS) has 
become “the new stars", says 
David Deal, military pro- 
gramme manager at Magellan 
Systems, of Monrovia, Calif- 
ornia, one of the suppliers of 
these electronic "compasses". 

Since the Golf conflict began 
Magellan has sold 2,000 units 
- each about the size of an 
electronic organiser - to the 
US Army and Marine Corps, 
600 to the UK Ministry of 
Defence, 600 to the Saudi Ara- 
bian forces and some to the 
French Foreign Legion. 

Neighbouring manufacturer 
Trimble Navigation, of Sunny- 
vale, has sold 3,000 units to 
the US military with a further 
6,000 on order, as well some to 
the MoD. And the UK company 
Navstar has sold abont 50 
units for use on British Navy 
vessels. "I think it would be 
fair to say that every British 
vessel in the Golf has a Nav- 
star unit on it,” says Clive de 
la Fuente, of Navstar. 

But central government par- 
chasing is not the whole story. 
Both companies report that 
individual soldiers are phon- 
ing them from the Gulf with 
their credit cards, eager to 
have their own GPS receiver. 
Deal reports that his company 
even shipped one of the $3,500 
(£1,800) units to a concerned 
mother who sent the equip- 
ment on to her son in the Gulf. 

The advantages of the GPS 
units are several. The Sandi 
desert has few recognisable 
landmarks, waking map-read- 
ing difficult, particularly at 
night. Once disorientated by 
the smoke from groundllre, 
troops can easily wander into 
their own firing line. 

Bnt even if visibility on the 
ground is low, the hand-held 
or vehicle-mounted units can 
still send and receive si gwab 
confirming the location of the 


soldier within 25 metres. 
Units, such as the Trimble 
Navigation one, update the 
location every second. 

The units calculate their 
location using the nearest 
three out of a network of 15 
satellites which move above 
the earth’s surface. Each satel- 
lite is synchronised so that 
when the unit picks up the 
three signals it can calculate 
the soldier’s exact position. 

The units could also be used 
for helping to target missiles 
more accurately. It a soldier 
knows his own position, and 
can calculate how far away 
and in what direction a poten- 
tial target is situated, he can 
feed that information via radio 
to an incoming fighter plane 
to assist in targeting missiles, 
thereby reducing hits on 
"friendly" targets. 

Manufacturers of the GPS 
terminals, which include STC 
and Columbus Positioning in 
the UK, still believe the boom 
market for the units would be 
in the commercial sector. They 
have proved particularly popu- 
lar with sailors and vehicle 
fleet managers for naviga- 
tional purposes. 

The commercial and the mil- 
itary units are similar - but 
the military units have more 
rugged cases and have been 
tested for both very hot and 
very cold conditions. Also, the 
militar y nnits have an individ- 
ual way of expressing the co- 
ordinates, says Walter Melton, 
vice-president of Trimble’s 
government systems division. 

The US defence establish- 
ment is confident that the 
Iraqi army does not have the 
capability today of turning US 
technology back on itself - by 
baying some GPS receivers 
and using them to target 
weapons iff the allied forces. 
As a result it is able to use the 
gliding Commercial Quits 

But with the spread of GPS, 
the technology is now being 
developed to thwart military 
abuse. A small number of 
units has been manufactured 
which encrypts the signal 
between the satellite and 
receiver. In time of conflict the 
GPS satellites would be config- 
ured so that the pinpoint posi- 
tioning is only available to the 
elite machines. Commercial 
users would receive signals 
allowing them accuracy of up 
to only 100 metres. 


MANAGEMENT: Marketing and Advertising 
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A year ago, 61-year-old 
David Lee was riding 
high. As a jazz 
fanatic he had one of 
the most enviable jobs in 
Britain: music director of the 
fledgling Jazz FM London radio 
station, the first commercial 
station to be launched into the 
lucrative London market for 
almost two. decades. 

But earlier this week Lee 
was ousted by the board from 
his position, although he 
remains a major shareholder 
and director of the radio sta- 
tion he helped found. Tbe 
move is part of the substantial 
changes being introduced into 
the station's programming 
next month in a bid to win 8 
greater share of the market for 
listeners in the London area. 

Almost a year after its 
launch. Jazz FM has found 
itself in difficulties. Its share of 
the London market has slipped 
badly to put its mixture of 
modern and traditional Jazz, 
combined with a smattering of 
rhythm and blues, behind even 
the elitist classici sm of Radio 3 
and only marginally ahead of 
the BBC’s Radio 5 station, 
itself launched last year aimed 
at sports, schools and other lis- - 
tenors. 

Audience ratings for the last 
quarter of 1990 gave Jazz FM. 
only . a 057 per cent share of 
the total listening hoars 
among Londoners. Radio 3 had 
L75 per cent and Radio 5. 0.65 
per cent " 

Jazz FM - one of three com- 
mercial stations launched in 
London in the past year, along 
with Melody and Kiss FM — 
was initially seen as a' poten- 
tial front-runner for the, non- 
pop national radio franchise to 
be awarded this year, hy^tte 
new Radio, Authority which 
came ■ "into - existence last 
month: , 

But last week the poor rat- 
ings . and an estimated 20 per 
cent slump in radio advertising 
revenue as a result .of the 
recession, led to Jazz JEM mak- 
ing 16 of its 40 staff- redundant 
and announcing a “new look 
from next month. ; 

Its problems have raised 
doubts as to .whether, niche 
radio stations are commer- 
cially viable - just when the 
new Radio Authority .Is poised 
to franchise up to 30 more com- 
mercial stations a year 
throughout - the UK over - the 
next few years. London’s com: 
mercial radio infrastructure, 
moreover, was widely regarded 
as tbe deregulation blueprint 
for the rest of the country fo 
the 1990s. But will the planaeu 
revolution in listening habits 
prove stillborn? , 

Radio has for long been the 


Commercial 
radio hits 
a blue note 

By David Churchill - 



Cinderella advertising medium 
in the UK. Until 1973, when the . 
London stations LBC and Capi- 
tal' were franChised, the only 
-way UK advertisers could 
reach- radio audiences was- 
through Radio Luxembourg or 
“pirate" stations such as Radio 
Caroline. Since then, however, 
-the number of radio stations 
has mushroomed: to 49 in 1985 
and 78 by last .year. 

Yet radio's share of the 
national advertising .“cake" 
has remained virtually static 
at between 2 and 3 per cent for 
file past decade and in 1389, 
tbe last year for which figures 
are available, it totalled £l42m. 
Bat this is small-scale in com-' 
parison with other media; for 
every, pound spent on radio 
commercials, for example, 
more than £20 is spent on press 
advertising 

Advertisers remain sceptical 
about radio’s ability to deliver 
the sort of listeners they want 
in comparison with the highly- 
researched and targeted audi- 
ences offered by television and 
the press. Inevitably, tbe best 


creative talents in agencies are 
rarely used on radio cam- 
paigns, thus reinforcing the 
image of radio as a “sec- 
ond-rate" medium. 

Yet the new wave of com- 
mercial stations typified by 
those in the London area 
believe that such a view sells 
radio short "We offer advertis- 
ers the sort of target audiences 
they cannot easily reach," 
insists John Bradford, Jazz 
FM’s r-higf executive. Jazz EM’S 
target is the 25 to 55 mate lis- 
tener. in socio-economic group- 
ing AB (professional and exec- 
utive). with an average age of 
36, 

Its rivals have their own 
niches. Melody, launched last 
July and owned by Hanson, is 
aimed at the “more mature and 
discerning listener over 35", 
'according to station manager 
Sheila Porritt. Kiss FM, once a 
“pirate" operator in the early 
1980s, was legalised last year 
and Is targeted at the 15 to 24 
youth market. Its backers 
include Richard Branson and 
publishing group Emap. 


Both new stations have done 
well in the ratings war. Melody 
has a 5.1 per cent market share 
and Kiss 2.7 per cent 
Bnt the target they all have 
to beat is the long-established 
Capital Radio which, after a 
shaky start in the 1970s, bene- 
fited from the buoyant econ- 
omy of the 1980s and little com- 
petition. Since splitting its 
frequencies in 1988 it main- 
tained its stranglehold on lis- 
teners: Capital FM (the pop sta- 
tion) is the top station in 
London with a 15J. per cent 
share (ahead of Radio 2 with 
133 per cent), and Capital Gold 
. (which plays hits of the 1950s 
and 1960s) has 10.1 per cent 
While Capital gained from 
its frequency split, LBC - the 
all-news station founded at the 
same time - has lost listeners 
after doing the same, in spite 
of bringing in such heavy- 
weight presenters as Angela 
Rippon and Michael Parkinson. 

Tbe problem that the pleth- 
ora of new stations is bringing 
to advertisers is that the extra 
choice is making listeners 
more fickle. After decades 
when the BBC dominated the 
airwaves with its broadly- 
based segmented markets, the 
emerge n ce of niche players is 
providing listeners with the 
opportunity to switch stations 
according to mood. 

“We welcome this new flexi- 
bility,” says Melody's Porritt. 
“We expect listeners to tune in 
and out - especially with the 
pre-set stations on many car 
radios - and build this into 
our programming.” 

Jazz FM’s re-launch next 
month, however, is aimed at 
reaching and retaining the jazz 
fen at different times of the 
day. “We want to be a hit more 
predictable in our sound when , 
they tune in," says Bradford. 

But the immediate problem 
for the commercial stations is | 
simple survival in the reces- 
sion. Much of their advertising : 
revenue has come in the past 
from the retail and motor sec- 
tors - two of the hardest hit 
industries in the recession. 
Dominic Proctor, media direc- 
tor for the J Walter Thompson 
advertising agency, believes 
that “a lot of the new stations 
underestimated the difficul- 
ties". He queries whether there 
will be sufficient advertising 
revenue to go round. ■ 

Yet niche players have sur- 
vived for years in New York, 
where there are over 80 sta- 
tions catering for every taste. 
The US. moreover, also shows 
that listeners seem able to take 
a lot more choice; Americans 
have one station for every 
25,000 people, compared with 
one for every 500,000 Britons. 


Karen Zagor explains how Mattel is exploiting the doll’s exposure 
by fo rmin g retailing links with manufacturers of full-size clothing 

Barbie picks her accessories 


J udging by the dearth of 
entirely new products at 
last week’s ail-important 
annual New York Toy 
Fair, when the new toys for 
the year were unveiled, the toy 
industry is abiding by its new 
tenet that it is better to add 
gimmicks to old, reliable prod- 
acts than to invest heavily in 
something which may not sell. 

After years of erratic profits, 
the big toy companies seem to 
have found a recipe for stabil- 
ity by “refreshing” their old 
lines. 

This year Mattel, which 
makes the Barbie fashion doll, 
has added a new twist by join- 
ing forces with Benetton and 
Reebok, tbe first time the toy 
maker has linked up with 
national apparel makers. The 
denim-clad All-American 
Barbie comes with two pairs of 
Reebok high-top sports shoes, 
and there is also a Benetton 
Barbie, whose outfits can be 
found (life-size) in Benetton 
clothing stores. 

One industry analyst 
describes the links with Benet- 
ton and Reebok as “nice 
wholesome tie-ins" for Mattel. 
Although tbe lines are not 
expected to generate dramatic 
profits for any of the compa- 
nies, they will increase market 
exposure for all concerned. 
And exposure is crucial for 
survival in the competitive 
world of toys, where compa- 
nies are fighting over static 
sales of about $13bn- 
Toy-makers are well aware 
that children are capable of 
playing without the help of 
their prodnets. Consequently 
advertising and promotion 
play a bigger role in the toy 
business than in almost any 
other industry. According to 
Gary Jacobson, an analyst at 
Kidder Peabody, most toy com- 
panies spend between 13 and 
17 per cent of their revenues 
Mi advertising and promotion. 

Mattel claims that Barbie is 
the most highly promoted and 
advertised toy In history, sup- 
ported by a “multi-million dol- 
lar campaign encompassing 
extensive advertising and 
aggressive cross-marketing tie- 
ins to causes and other prod- 
ucts”. The public tty seems to 
pay off. Barbie has had strong 
sale* for 31 of her 32 years. In 
1990. Barbie dolls and accesso- 
ries brought in revenues of 
|700m. 
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Barbie: dressed by Benetton and Reebok 
and dreaming of a wedding 


Increased licensing Is 
another relatively painless 
way to Improve consumer 
exposure. This year Mattel is 
expanding its licensed prod- 
ucts to include Barbie dresses, 
trousers, shorts, bedding. 
T-shirts and a range iff birth- 
day party goodies. 

Marl Friedman, vice presi- 
dent of Barbie consumer prod- 
nets, says: "Mattel has 
achieved a stunning 95 per 
cent penetration with Barbie 
among girls age 3 to 11 In the 
US. We see a strong licensing 
programme as a way not only 
of strengthening the Barbie 


franchise outside toys, but 
also as a way to build Barbie 
into a billion-dollar business 
for Mattel." 

Larry Carlat. editor of Toy & 
Hobby World magazine agrees 
that lirgnring the Barbie ««««» 
could be extremely lucrative. 
“I can see little girls saying 1 
want to go to the Barbie store’ 
someday." 

The Barbie line excels at 
selling girls a dream, pack- 
aged in glitter and lace. The 
1991 products include a fan- 
tasy wedding package where 
Barbie's best friend Midge 
marries her long-time boy- 


friend Alan. Mattel has discov- 
ered that little girls like to 
buy wedding dresses so this 
year Barbie, who Is doomed to 
remain single for the rest of 
her shelf-life, indulges in a 
dream of her own wedding, 
complete with white gown. 

Concern abont the environ- 
ment is one of the few major 
issues of the 1990s that the toy 
industry has deemed worthy of 
addressing this year. Play- 
mates, tbe US toy company 
that gave the world Teenage 
Mutant Ninja Turtles, is 
launching its latest line with 
the legend: “Faster than a 
nuclear meltdown. Stronger 
than the Environmental Pro- 
tection Agency. Able to blow 
away radioactive fall-out with 
a single breath." 

Toxic Crusaders are led by 
Toxie, otherwise known as 
Melvin Jnnko - “98 pounds of 
solid nerd who fell into a 
bubbling vat of toxic waste 
which transformed him into a 
hideously deformed creature 
of superhuman size and 
strength." 

Toxie and his friends. 
Including Nozone an acrobatic 
pilot deformed after he flew 
through a hole in the ozone 
layer and landed in a silo of 
radioactive pepper, pit their 
strength against Doctor KUle- 
moff and Radiati on Rang- 
ers who are trying to lead the 
human race to toxic ruin. This 
motley crew of mutants will 
also have their own television 
show. 

More benign prodnets 
include a stuffed globe “Hngg- 
A -Planet" by XTC Products, 
and a Captain Planet board 
game from University Games, 
with wooden dice and other 
recyclable components. 

Whether catering to the 
pretty or the macabre, the one 
thing toy companies tend to 
shy away from is reality. Even 
the most grotesque prodnets 
on the market are firmly 
rooted in fantasy. One has to 
wonder whether harsh reality 
will over be marketable 
enough to find its way into the 
world of toys. Barbie, after all, 
is approaching her 33rd year, 
and her companion Ken, 
recently celebrated his 30th 
birthday. Perhaps the time 
will come when Barbie's acces- 
sories Include eye cream and 
hair dye, Ken has a beer-gut ! 
and Midge gets a divorce. 
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Moscow to pump funds into oil sector 


By Quentin Peel In Moscow 


THE SOVIET government has 
agreed on emergency measures 
to pump 25bn roubles of extra 
investment into its ailing oQ 
industry this year, to prevent a 
further collapse of production. 
At the same time, special regu- 


lations have been approved 
irke 


allowing the oil workers of 
Western Siberia, the country’s 
biggest oil field, to keep extra 
hard currency earnings from 
oil exports to improve their liv- 
ing conditions. 

The plan was approved at an 
extraordinary meeting of the 
new Cabinet of Ministers, 
chaired by President Mikhail 
Gorbachev, in response to dire 
warnings of failing output, 
strike threats and increasingly 
serious equipment shortages in 
the country's most vital indus- 
try. 

In an appeal to the Soviet 
president, leaders of the oil 
industry in Tyumen, Western 
Siberia, warned last month 
that If production continues to 
fall at the present rate, the 
world's largest oil producer 
could become a net oil 
importer by the middle of the 
decade. 

Production last year fell by 
37m tonnes, from 607m tonnes 
in 1989 to 570m tonnes. Mr Yuri 
Shafranik, chairman of the 
Tyumen regional soviet, 
accused the central govern- 
ment of “c riminal indifference” 
to the fate of the industry, say- 
ing that the oil held would see 
a further production fall of 
between 40m and 50m tonnes 



President Gorbachev: Chaired 
the committee that approved 
the plan 


this year. 

Details of the emergency 
package, which have yet to be 
published in Moscow, were 
revealed this week in an inter- 
view by Mr Vladimir Kuramin, 
deputy chairman of the Bureau 
for the Fuel and Energy Com- 
plex. He said the government 
had earmarked Rb25bn for 1991 
alone, to finance emergency 
technical re-equipment of the 
oil fields, and social measures 
to improve living conditions 
for the workers. 

“Since the cabinet meeting, 
the government and prime 
minister him self have found 
sources of finance for the 
industry," Mr Kuramin said. 
“It may not cover the problem 
completely, but it will be a 


major contribution''. 

At the same time the oil 
workers' demands to keep 
more of their foreign, currency 
earnings have been answered 
with an agreement that the oil 
production associations can 
hold on to 70 per cent of the 
export earnings from any oil 
they produce above the level of 
state orders. 

Both measures will inevita- 
bly restrict the resources 
available to other sectors and 
regions of the country, and 
that is probably why they have 

not been published in detail. 

The government has not met 
the industry's demands for a 
far higher producer price for 
oil. It has been raised from an 
average of Rb23 to Rb25 a 
tonne, to an average of Rb70 a 
tonne. However, Tyumen, as 
one of the lowest cost oil fields 
in the country, will get only 
Rb60, whereas high cost fields 
can get up to Rbl20. 

Even at Rb70, the new price 
is likely to be a huge burden 
on the central budget, as the 
government has derided it can- 
not afford to increase the retail 
price of energy products, such 
as petrol, diesel and electricity, 
in the near term. That means 
the difference will have to be 
made up as a direct budget 
subsidy. 

The 1991 investment pro- 
gramme will be targeted at 
reopening oil wells that have 
been abandoned because of 
poor maintenance or lack of 
equipment It will also be used 


to convert the aR equipment 
industry to producing more 
appropriate technology for the 

amallor qQ w pIIh that hflVR to 

be brought into production to 

main tain total output. 

A huge programme of repair, 
replacement and maintenance 
of feeder pipelines in Western 
Siberia is also needed, with 
thousands of kilometres of 
pipes in a critical condition. An 
estimated 40,000 pipeline acci- 
dents occur In the oilfield 
every year, leaving vast areas 
of oil spills in the Siberian 
marshes. 

The cabinet of Ministers also 
ordered the preparation of a 
long-term investment pro- 
gramme for the. industry, to 
revive production in the period 
up to the year 2000. Details 
must be ready by the middle of 
the year, and they will cover 
the question of designing new 
technical equipment, a pro- 
gramme, of energy saving, a 
social development programme 
for the Tyumen region, and 
plans for reconstruction of 
Soviet oil refineries; to raise 
their efficiency. 

Mr Kuramin said that Soviet 
refineries managed to recover 
only between 60 and 65 per 
cent of each barrel of oil, com- 
pared with 85 to 90 per cent in 
the West. “Economic calcula- 
tions show that at a certain 
stage, it is more profitable to 
reconstruct these plants, 
instead of simply raising oil 
production as we have done in 
the past," he said. 


Alaska doubles 
mineral receipts 


ALASKA PRODUCED $534m 
worth of minerals in 1990, 
□early double the 1989 value of 
S277m, the Alaska state gov- 
ernment announced, reports 
Reuters from Anchorage. 

Much of the increase came 
from Cominco Alaska's Red 
Dog Mine, which opened in late 
1989, said Mr Richard Swain- 
bank, mineral development 
specialist for the Alaska 
Department of Commerce. 

The mine near Kotzebue, 
expected to become the world's 
top zinc producer, is still being 
phased into foil production, he 
said. “Almost always, in large 
mines, it takes time to tune 
them up." 

Swainbank said he expects 
the minerals growth to con- 
tinue. although not at the 1990 
rate. “There will almost cer- 
tainly be an increase in pro- 
duction,” Mr Swainbank said. 

Exploration expenditures in 
1990 increased to $56.9m. up 21 
per cent from S47m in 1989, 
state officials said. About 90 
per cent of the 1990 expendi- 
tures were directed toward 
gold exploration, they added. 
Mr Swainbank said there 
would probably be less spent, 
on minerals exploration in 1991 
but more on mine development 
as mine projects throughout 
the state became more 
advanced. 


Philippines struggles to halt 
sharp slide in sugar exports 


By Greg Hutchinson in Manila 


THE PHILIPPINES has 
lowered production forecasts 
for sugar in the current year, 
apparently bringing precari- 
ously close the day when the 
country will stop being an 
exporter. 

Growing demand, declining 
areas planted to sugar-cane 
and a high population growth 
rate have each contributed to a 
reduction in the country's 
sugar production by more than 
a third since 1980 and its 
exports are a fraction of what 
they were a decade ago. 

The government of President 
Corazon Aquino has set about 
trying to reverse the trend, 
boosting yields through 
research and credit support for 
inputs. It has abolished sugar 
marketing restrictions inher- 
ited from Ferdinand Marcos, 
the ex-dictator, allowing any- 
one to become a sugar mer- 
chant 

But budgetary constraints 
and high interest rates are 
slowing progress, preventing 
the Catholic south-east Asian 
nation of 64m people from 
making headway. 

By the year 2000. it is esti- 
mated that domestic consump- 


tion - influenced by growing 
use of sugar and the high pop- 
ulation growth rate of 2.5 per 
cent a year - will rise from 
L55m tonnes currently to 2^m 
tonnes. A rise in domestic 
production of nearly 4 per cent 
a year will be necessary for the 
country merely to keep pace, 
according to Mr Arsensio Yulo, 
head of the Philippine Sugar 
Regulatory Administration. 

In the last crop year 
(September 1989- August 1990), 
the Philippines produced 1.75m 
tonnes of sugar, np nearly 
200,000 tonnes on the previous 
year, which happens to be 
exactly what total sugar 
exports from the country 
amounted to In 2980. 

A decade ago the Philippines J - 
was producing about 2.4 per 
cent of the world’s sugar, but 
its share has now shrunk to 
about 1.6 per cent . . 

In the 1989-90 crop year the 
country exported only 220,000 
tonnes of sugar, worth 597m. 
The US took the bulk of the 
available crop under a yearly 
quota that dates back to Amer- 
ica's colonial experience in the 
Philippines earlier this cen- 
tury. 


Mr Yulo, meanwhile, has 
forecast that domestic produc- 
tion in the current crop year 
win reach 1.82m tonnes, down 
from a 1.9m target set before 
last November's severe 
typhoon in the central Philip- 
pines. 

That typhoon, devastating 
the island of Cebu and the city 
of the same name, also swept 
through neighouring Negros 
and Pan ay, the country’s major 
sugar producing areas. Mr 
Yulo estimated crop damage 
on the islands at about 10 per 
cent, representing sugar crop 
losses nationwide of about 6 
per cent. 

With domestic demand esti- 
mated at 1.55m tonnes, it is 
almost certain the country can 
only fill the US quota this year 
by using its standby stocks of 
200,000 to 250,000 tonnes. 
Exports to other countries are 
expected to be nil or negligible. 

Figures for the current crop 
year do not look encouraging. 
Production of raw sugar since 
September 1 fell to 738,422 
tonnes from 870,487 tonnes pre- 
viously. according to the latest 
Sugar Regulatory Administra- 
tion figures. 


Volatility 
expected 
as NZ wool 
sales resume 


By Dal Hayward in 

Wellington 


NEW ZEALAND wool 
exporters expect volatile 
prices when auction sales 
resume .today, but also predict 
increased demand over the 
next few months. 

The New Zealand Wool 
Board suspended auction sales 
last week and scrapped its 
price support scheme, under 
which it bought wool to main- 
tain a floor price. This caused 
its stockpile to grow by 
150,000 bales to 650.000 bates 
in the past seven months. 

There have been predictions 
that removing the board's sup- 
port will cause prices to drop 
50 per cent to only NZ$2 (62p) 
a kilogram. Earlier tins month 
the price was $4 a kilogram 
and 18 months ago 56 a kflo- 

gl'HlH. 

Exporters say it will be a 
few weeks before the true mar- 
ket value of New Zealand wool 
is established - the first time 
this will have applied for 20 
years. 

Mr Michael Moss, president 
of the New Zealand Council of 
Wool Exporters says: “As price 
trends become more evident 
confidence will return among 
International customers. Many 
need to rebuild their stocks. 
They are dearly now short of 
wooL” 

He expects a growing 
demand, particularly from 
western Europe, where the 
better quality New Zealand 
wools have been gaining mar- 
ket share from synthetics, 
against which they have a 
price advantage, and Mr Moss 
does not believe prices will fall 
substantially in value. *Tt is 
nbt in the interest of exporters 
or mills to see them fan sub- 
stantially in value.” he said. 

However some of the poorer 
quality wools, such as the very 
short length types may have 
trouble finding buyers. 
Although the market did not 
want these, farmers needing a 
cash flow continued to pro- 
duce them knowing that any 
unsold wool would be bought 
by the board. 

Mr Moss says the new situa- 
tion gives exporters a great 
opportunity to market New 
Zealand wool free from the 
influence of market interven- 
tion and price manipulation. 

Meanwhile angry formas in 
the southern part of New Zea- 
land who have yet to shear 
and send their wool to the auc- 
tion sale are bitter at the wool 
board’s decision to suspend 
the price support scheme. At 
protest meetings they have 
criticised the board for chang- 
ing policy in mid season. They 
have demanded that a record 
of all wool sold at auction be 
carefully kept so that they can 
receive the equivalent of the 
supplementary payment 
already paid to their northern 
colleagues, at some later date. 


Aluminium stocks forecast to 
Increase despite Gulf war 
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By Kenneth Gooding; Mining Correspondent 


ALUMINIUM CONSUMPTION 
Is befog boosted by the Gulf 
war but not enough to compen- 
sate fuOy.for the impact of the 
recession in many western, 
markets, says the Economist . 
Intelligence Unit in Its latest ' 
World Commodity Forecasts 
publication. 

The ETU presumes that sub- 
stantial q uanti ties of alumin- 
ium will be needed to replace 
ordnance and. equipment used 
by the United Nations force in 
the Gull “Assuming that 1,000 
tnnngs of ain r pininm a day are 
consumed that the war 
lasts nine months, the cumula- 
tive impact would be 300,000 
tonnes of additional consump- 
tion. 

“Even oil these pessimistic 


assumptions.' this wonldfall 
well short of the 800,000toM« 
or so by which producers 
stocks could increase in 1991 as 
a result of the economic slow- 
down." says the EBJ- , 

The unit has sharply lowergi 
its aluminium price forecasts, 
saying that a developing sur- 
plus of supply will hold prices 
in the range of US$l f 500*Sl,609 
a tonne compared with an 
average of $1,632 last year and 
5L916 in 1989. . 

It says even prolonged mili- 
tary activity or disruption to 
Gulf aluminium smelters 
would not be enough to _ cause 
more an a stabilis ation of 
prices in the current range. 

"By the end of 1991 we 
expect smelter production to 


have been trimmed 

bieher cost operations 

S even in Enwpc,:^ ^, 

to he found," it adds. 
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US$23 a barx^^b^*:nm. 

October's peak but tauter 
the current level, 
allows too tittle margJ* fof^/^jg.-. 
things to go wrong- .--wm- 
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India faces iron ore dilemma 
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By Kunai Bose In Calcutta 


THE INDIAN ministries of 
commerce and steel - have 
locked horns over the desirabil- 
ity of exporting Iron ore, of 
which the country has plenti- 
ful reserves. The raging debate 
between the two ministries has 
caused much embarrassment 
to the ^government, which,, 
because,.. of an unprecedented 
balance of payments crisis, 
cannot afford to restrict nun 
ore exports. 

India hopes to earn more 
than RlObn (£270m) from iron 
ore exports during the year 
ending March 199L 

Normally no objection would 
be raised to exports as domes- 
tic consumption of iron ore 
takes less than 20m tonnes out 
of annual production of about 
50m tonnes. But the steel min- 
istry’s reservations - about 
exports mainly relate to high 
ferrioos content iron ore which 
is mined at Bailadila in 
Madhya Pradesh. It contends 
that with the commissioning of 
the Vizag steel plant and a 
host of sponge iron units. 


which all will need high grade 
Bailadila mines 


iron ore, the 
will not have much to offer for 
export 

The steel ministry, which is 
championing the cause of 
expor ti ng value-added finished 


products would like the gov- 
ernment to restrict the export 
of Bailadila ore. It is, however, 
not able to justify its stand 
with facts. Production of iron 
ore from the Bafladfla mines is 
expected to go up from 8.64m 
tonnes in 1990-91 to 12.42m 
tonnes in 1994-95, while the 
requirement of domestic con- 
sumers for this particular type 
of ore in the same period is 
forecast to rise from l.7m 
tonnes to 6.9m tonnes. Over 
the five years, therefore, the 
exportable surplus of Bailadila 
ore is projected to decline from 
6JJ4m tonnes to 5.52m ton nes. 

The Japanese steel industry, 
which accounts for nearly 65 
per cent of Indian iron ore 
exports, has served notice that 
unless ft is given 85m tonnes 
of Bailadila ore a year in the 
next five years, it could very 
well reduce its ore imports 
from India. 

ft may be difficult to find 
that much ore from Bailadila 
mines in 1994-95 after meeting 
the domestic requiremenUrat 
the Japanese demand could 
easily be met during' the period 
1991-92 to 1993-94. 

Japan is wilting to import a 
total of 15m tonnes of ore a 
year over a five year period, 
including ore from the Redi 


mines, which have ajugti alu- 
mina (aluminium oxid e) con -, 
tent and a low ferrous content 
Finding an additional outlet - 
for- the inferior grade ore 
mined at Redi will pro ve to oe 
a boon for India since exports 
to Rumania have become . 

uncertain. . . . ' 

It will hurt India s interest it 
because of the differences of" 
opinion over exports, the gov- 
ernment agencies concerned 
with iron ore mining and: 
export apply a brake cmthe 
development of port focfiitiea 
and mining infrastructure... 
India will not be able to com- 
pete with Australia and Brazil 
in the European market till its 
harbours are made ready to ; 
accept ships of more than 
250,000 tonnes. It is mainly , 
because of higher freight costs 
that Indian iron ore is uncom- 
petitive in the world market 
The steel ministry may go On ■ 
protesting that the exportable 
iron ore surplus is declining. - 
The fact, however, remains 
that in the past decade, domes- 
tic ore consumption increased 
by only 3m tonnes to 18m 
tonnes, while current produc- 
tion is about 50m tonnes. 
India's recoverable iron ore 
reserves are estimated at . 
10-3bn tonnes. 
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Canadian claims dispute goes to court 


' - ta. 

’ IT 

:r 


By Robert Gibbons in Montreal 


A CLAIMS dispute that* 
threatens serious -delava to 
development of the rich Eskay 
Creek gold-silver property in 
north western British Colum- 
bia has gone to the province’s 
Supreme Court 
On January 18 British Col- 
umbia's Chief Gold Commis- 
sioner reaffirmed ownership of 
the key Eskay claims by Sti- 
kine Resources, a company 46 
per cent indirectly owned by 
Corona Corporation, an 


- Ontario gold mining producer, •- 
and 28 per cent - by Placer- 
Dome, Canada's largest gold 
producer. 

Hie claims cover about 80 
per cent of the known orebody, 
but have been overstaked sev- 
eral times. 

Tagu Resources, a private 
company, had challenged own- 
ership by the Stikine group. 
After the commissioner's deci- 
sion, it had 30 days to file an 
appeal to the British Colum- 


bian Supreme Court. 

This has now been done. The 
court must decide soon how it 
will treat the case procedur- 
atiy. The delay in development 
will partly hinge on the time 
taken by the litigation. 
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The provincial minister of 
mines has refused to issue a 


mining lease required for 
development of Eskay until all 
claims disputes are settled. The . 
StUtine group hoped to have it 
in production by 1993-94. 
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WORLD COMMODITIES PRICES 


MARKET REPORT 


Gold edged ahead on the London 
bullion market after speculation 
that diplomatic efforts in the GuH 
would result in a peace 
announcement and drive prices 
downwards proved unfounded, 
resulting in dull trade in a narrow 
range. On the LME copper dosed 
lower. Dealers said technical 
factors continue to dominate a 
market which tacks fresh 
fundamental factors. The spread 
for cash to three months has been 
particularly volatile. In Chicago 
soyabeans were falling at midday, 
under pressure from forecasts 
for rain In Brazil's growing areas. 
Dry conditions In Brazil had been 
underpinning the market but 


“concerns over the next weather 
pattern” caused prices to slide, 
said one broker. London robusta 
coffee prices rallied towards the 
close after hitting buy stops at 
£555 in the second position. But 
dealers said there was enough 
selling to prevent the market 
running away, one dealer said. 
New York orange juice prices 
were again sharply lower at 
midday as long liquidation 
continued to pressure prices after 
a cold snap in Florida last 
weekend failed to result in 
significant crop damage, traders 
said. 


COCO* 

- Lone 

km POX 

E/tonne 


Close 

Previous 

Mflh/Low 

Mar 

817 

810 

017 611 

May 

054 

657 

654 640 

Jul 

880 

088 

B82 878 

Sep 

705 

712 

708 703 

Dec 

739 

748 

738 

Mar 

7BS 

770 

768 763 

May 

7B5 

790 

787 784 


Clow 


Previous 


Hlgh/Low 


{Prices suppjjg by AnwlBOmamd Molt Trading) CRUDE Oft. (UpM) 42.000 US galls S/barrel ChiCRCJO 


AM Official Kerb dose Open Interest 


. - .11 

' R. 


JUmMum, DL7% parity (S per tonne) 


Toon dally turnover 12.871 lots 


Latest Previous Hlgti/Un* 


Cash 1506-8 
3 months 1539-40 


1503-4 

1536-7 


1506 

1543/1536 


1505-6 

1537-6 


19366 


60*10 lots 


Copper, Grade A (C per tome) '• 


Total dally turnover 19.437 lots 


Cash 12266 
3 months 1293-4 


123640 
IS 


126871268 

1257/1244 


1268-70 

12514 


1256-7 


97,723 tats 


Turnover 4302 (2876) lots ol 10 tonnes 
rcco Indicator prices (SDRs per tonne). DaBy 
price lor Feb IS 861.52 (881.84) 10 day average 
tor Fab SO 843XS (837.28) 


I (E per tonne) 


Total dally turnover 2.145 lots 


Cash 301-2 
3 months 3125-3 


30065 

3124 


8025a 

314/311 


301-2 

31254 


3124 


13530 Ms 


COWBS - London FOX 

E/ionne 


Oose 

Previous 

Hlgh/Low 

Mar 

548 

538 

547 S33 

May 

586 

549 

560 546 

Jul 

570 

583 

570 558 

Sep 

588 

677 

586 573 

Nov 

603 

SOI 

600 SD2 

Jan 

8T7 

808 

610 SOB 


Mcfcel (3 per tome) 


Total dally turnover 2211 tots 


Cash 8750600 
3 months 8850-76 


8725-40 


8740/6860 


8760-75 

8060-75 


866040 8.091 MB 


Tin (3 par tonne) 


Total dally turnover T.BZS Ms 


Cash 5800-10 
3 months 5700-15 


56404 

5735-40 


5780/5705 


5835-40 

5735-40 


5716-20 8.422 tots 


Zhw, Vp sotsl Mgh Grade (S per tonne) 


Total daily turnover 7,211 Iota 


Complied from Reuters 


London Markets 


Turnover 8034 (13743) tots ol 5 tonnes 

ICO incacator prices (US cents per pound) tor 

Feb 19 Comp, dally 71J6 (72.00). 15 day aver- 


Cash 1180-2 
3 months 1183-4 


1192-4 

1187-8 


1181 

1101/1175 


1180-1 

1183-4 


11856 


1&214 lots 


LME Oosbig C/S tele: 
SPOT: 1.9306 


3 months: 18218 


8 months: 14962 


0 months: 14797 


SPOT MARKKia 

Crude oil (per barrel FOB) 


+■ or - 

Dubai 

913.463664 

+ 0.70 

Brent Stand (dated) 

$16.65-8. 75 

+065 

Brant Bhmd (April) 

$17.40-760 

+ O.TO 

W.T.L <1 pm eat) 

$10.46-860 

+065 

Ob products 



(TWE prompt delivery per tonne GIF) 

+ or - 

Premium Gasoline 

$223-227 

+ 3 

Gas Oil 

9287-300 

+27 

Heavy Fuel 0)1 

$74-70 

+ 1 

Naphtha 

$206208 


Patmleum Argus Eatt mates 


Other 


+ or- 

Gold (par troy az)4p 

$38465 

+ 2.10 

Silver (per troy oz}+ 

306.50c 


Platinum (per troy oz) 

33S7.15 

-165 

Palladium (per troy oz) 

$8460 

-1.00 

Aluminium (free market) 

$1510 

+ 6 

Capper (US Producer) 

115%C 

-h 

Lead (US Producer) 

35^C 


Nickel (free market) 

407c 

+8 

Tin (Kuala Lumpur market) 13.1 Or 

+ 0.11 

Tin (New York) 

261C 


Zinc (US Prime Western) 

62c 


Co ute (live weighty! 

10622p 

+062- 

Sheep (dead weight)) 

aoaosp 

+ BJ27" 

Pigs (live weight)) 

8361 p 

+4.7T 

London dolly sugar (raw) 

SZI&Ow 

+46 

London dally sugar (white} 32B7.0w 

+2.0 

Tate and Lyle export price C21B6 

+26 

Barley (English toed) 

bng. 


Mane (US NO. 3 yellow) 

21686 


Wheat (US Dari* Northern) 

2946 


Rubber (Mar)V 

4860P 


Rubber (AprjV 

48.00p 


Rubber (KL RSS No 1 Mai) 228m 


Coconut oil (Philippines^ 

$33S.0q 


Palm Oil (Malaysian^ 

9346X 


Copra (Philippines}^ 

922761 


Soyabeans (US) 

213B6 


Cotton "A" Index 

BKSta 

-0.10 

Wool tope (64s Super) 

asep 




- Law daw POX 

($ per tonna) 

Raw 

Close 

Previous 

Hlgh/Low 

Mar 

190.00 

19060 

19260 18860 

May 

18620 

190.00 

10060 186.40 

Aug 

193.20 

195.40 

196.40 192.60 

Oct 

192.20 

195.00 

19460 19160 

Mar 

102.40 

18360 

19460 191.00 

May 

19460 

19060 

19660 194.00 

Wbte 

Close 

Previous 

Hlgh/Low 

May 

2906 

2926 

29Z3 289.0 

Aug 

2006 

294.0 

2936 2896 

Dec 

265.0 

2636 

2686 283.6 

Mar 

204.0 

2676 

2636 

May 

2576 

2706 

288.0 205.8 


C/tonne 



Close 

Prevtoua 

Hlgh/Low 

Apr 

127.0 

126.4 

1256 12S6 

May 

147.0 

150.0 

1486 146.8 


Turnover 118 (130) lots ol 40 tonnes. 


G/tonne 



Close 

Previous 

Hlgh/Low 

Apr 

113.00 

11360 

11360 

Jun 

112.00 

11260 

11260 

Aug 

11460 

11460 

11460 


Turnover 35 (TICQIott Ol 20 tonnes. 


Turnover Raw 2040 (1884) tots ol GO tonnes. 
White 1105 (887) 

Paris- White (FFr per tonne): May 1479. Aug 
14B0, Oct 1371. 


610/Index point 


3/barrei 


Latest Previous Hlph/Low 


Apr 

1761 

1660 

1760 18.66 

May 

1668 

16.40 

1660 18.10 

Jun 

I860 

18.10 

1660 I860 

Jul 

16.16 

1565 

18.16 

Aug 

1560 


1660 

Sep 

15.92 


15.92 

IPE Index 1664 

16.96 


Turnover 12467 (7196) 

GAB OIL - M 


I/torme 


Latest 

Prevtoua 

Hlgh/Low 

Mar 

21760 . 

19360 

217.00 190.00 

Apr 

17060 

163.75 

171.00 16060 

May 

16060 

16560 

16000 163.60 

Jun 

156.00 

15560 

156.00 15260 

Jul 

15760 

16660 

16760 16260 

Aug 

. 16360 

187.00 

1S360 18360 

Sep 

15960 

18060 

16060 19960 

Oct 

162.00 

16060 

16200 



Close 

Previous 

Hlgh/Low 

Feb 

1680 

1640 

1680 1680 ' 

Mar 

lem 

1567 

1601 1880 

Apr 

W48 

1442 

1456 1445 

Jul 

1115 

1088 

1115 1110 

Oct 

1218 

1196 

1210 1206 

Jan 

1X8 


1270 

BF1 

1654 

1637 


Turnover 316 (187) 

GRAINS 

1- Loaded FOX 

G/tome 

Wheat 

dona 

Previous 

Hlgh/Low 

Mar 

12565 

128.20 

125.40 126.10 

May 

12860 

mm 

128.10 127.75 

Jun 

13060 


13060 12960 

Nov 

11160 

11060 

11160 11060 

Bartey 

Close 

Previous 

Hlgh/Low 

Mar 

11560 

11060 

11060 11560 

May 

119.45 

11860 

11860 119.46 

Sep 

10460 

10460 

10460 

Nov 

10BJ2S 

10860 

108.10 


LOXBOS BULLION MANKNT 

(Prices supplied by N.MJFtothachild) 

OoM (line oz) S price 

G egufaglam 

Close 
Opening 
Morning tlx 

Afternoon fix 

Day's high 
Day's tow 

364.10- 364.60 
36460-364.40 
363.75 
364.63 

365.10- 365. GO 
36360-363.70 

186262 

187,019 

Loco LdnMa 

an QeM Lamflng Rates (Vs USQ 

1 month 

2 months 

3 months 

563 6 months 5.12 

56B 12 months 564 

Sl24 

SHvar fix 

p/Hns oz 

US cts eqtdv 

Spot 

3 months 
6 months 

12 months 

18960 

195.15 
200.75 

211.15 

36960 - 
375.70 
38160 
304-40 

gpOQ p \ corns 

(Prices supplied by Engettiard Meote) . 


$ price 

E aqutvatont 

Kragerrend 
Maple loaf 

36860-38760 

37660677.00 

157.70-18820 

19260-19320 


New York 


GOLD 100 tray ol: S/tray oz_ 


Close Previous Hlgh/Low 


FM> 

384.7 

3646 

3656 

363-5 

Mar 

384.7 

384.6 

0 

a 

Apr 

366.1 

3667f 

387.8 

385.0 

Jim 

369.3 

369.2 

3706 

388.1 

Aug 

372.4 

3726 

0 

0 

Oct 

375.7 

3756 

3766 

3756 

□ac 

3796 

378.7 

3796 

3786 

Feb 

3829 ' 

3821 

3825 

0 

Apr 

3856 

385.4 

0 

0 

PLATMUM 50 troy os S/troy or. 


Close 

Previous 

High/Low 


Apr 

383.9 

3828 

386.0 

3825 

Jut 

307.7 

3066 

3896 

3876 

Oct 

3916 

3906 

3836 

390-0 

Jan 

3956 

394.6 

0 

0 

Apr 

4006 

3996 

0 

0 


Mar 

2068 

20.07 

2065 

2061 

Apr 

19.58 

18.79 

18.65 

18.90 

May 

1866 

13.94 

18.70 

18.05 

Jun 

18.12 

1768 

18.16 

1766 

Jul 

17.90 

1765 

17.83 

17.35 

Aug 

17.85 

17.19 

1765 

17.40 

Sep 

1764 

1765 

1764 

1768 

Nov 

18.00 

1767 

1765 

1767 

heating CHL 42600 US galls. cents/US galls 


Latest 

Prevloua 

Hlgh/Low 


Apr 

.5630 

5394 

5830 

5475 

May 

5235 

5087 

5240 

5125 

Aug 

5055 

4920 

SOTO 

4980 

Nov 

5365 

6253 

5375 

8385 

Dec 

6510 

5355 

5510 

5«5 

COCOA 10 tannes5/tonnes 


Close 

Previous 

Hlgh/Low 


Mar. 

1.161 

1162 

1169 

1150 . 

May 

1171 

1183 

1183 

1168 

Jul 

1203 

1214 

1222 

1201 

Sep 

1233 

1244 

1246 

1245 

Dec 

1Z79 

1291 

1300 

1279 

Mar 

1320 - 

1331 

1333 

1333 

May 

1352 

1363 

1382 

1360 

Jul 

1383 

1393 

0 

0 

COFFEE “C-37, 5001b*; cente/lbs 


Close 

Previous 

Hlgh/Low 


Mar 

9265 

90.40 

9240 

90.10 

May 

9466 

93.10 

9560 

9265 

Jul 

96.7B 

95 AS 

97.25 

96.15 

Sep 

88.80 

97.70 

99.10 

9740 

Dec 

10160 

10060 

101.00 

0 

Mar 

10360 

10360 

0 

0 

May 

706.40 

105-20 

0 


Jul 

107.35 

107.15 

0 

O' 

SUGAR WORLD “11" 112000 lbs; eanta/lbe 


Close 

Prevtoua 

High/Low 



SOYABEANS 5.000 bu rmm cerariMb buanet 


Close 

Previous 

High/Low 


Mar 

573/2 

574/6 

577/0 

573/0 - 

May 

587/0 

509/2 -L.. 

591/4 

586/4 

Jul 

599/8 

602A3 

604/6 

59972. / 

Aug 

805/0 

806/0 

811/0 

605/0 

Sep 

607/0 

611/0 

612/4 

80770- 

Nov 

616/2 

821/0 

022/4 

0i6m - 

Jan 

628/0 

632/4 

632/4 


Mar 

340/0 

645/0 

643/4 

639/0 

SOYABEAN OR. 80600 Ibtr. cenu/lb 


Close 

Previous 

High/Low 


Mar 

21.12 

' 21.18 

21.32 

21.11. 

May 

2161 

21.89 

21-69 

2148 

Jul 

2164 

21.93 

2169 


Aug 

21.90 

2263 

22.10 

21.90- +" 

Sap 

22.00 

22.15 

22^2 



22.02 

22.15 

2SL30 

2262 

Dec 


22.45 

22.42 

22.15 

Jan 


i »? 60 

0 

0- 


•ft"; 
- -.«rS ■■ ' 


5 i 

AT 

JlT 


SOYABEAN MEAL 100 tons; Mon 
Close Previous Hlgh/Low 



Mar 

W7^ 

187 JB 

May 

171J 

172J . 

Jul 

17B.0 

176.1 

Aug 

177.8 

178.0 

Sep 

179.8 

ISO 47 

Oct 

181 J 

1BU 

Dec 

184.4 

184J 

Jan 

184.5 

16M 


168.3 

172.7 
17&6 
178.5 
180.0 
181 3 

184.4 
185.D 


1883 

T7U7 

i7&f: 

177.2 

170.0 

17916 

W2 

18*6 


- . 

- i 

1) 


MAKE MOB bu min: cents858H) bushel 


1 


Close Previous Hlgh/Low 


Mar - 863 8.72 860 865 

May 8.42 . tL*a a.aa &37 

Jul 868 8.47 B.50 868 

Oct <L34 8.47 865 8.33 

Mar 860 8.8* 869 &4S 

May 650 -• 8.77 a.68 0 

Jul . 868 . 8.77 0 0 


Mar 

239/0 

239/6 

May 

247/4 

248/4 

Jul 

254/2 

256/4 

Sap 

255m 

257/0 ‘ 

Dec 

258/4 

258/4 

Mar 

266m 

267/0 

May 

271/0 

272m 


240/0 

248/C 

255/6 

2S7/4 

259/2 

288/4 

271/0 


"■23874' 
247/2 V 

253/2 


5.000 bu min; canto/BOft-bushri 


257/2 

284/0 

220/0: 


P 1 ”” Prevtous Hlgh/Low 

Mar 252/4 254/4 


COTTON 50.000; oants/lba 


toy as/2 284 m SJS 

Jul 273/0 27V0 


274/2 


25?/0 ; 
28Z/2 V 
275/S- 


New Sovereign 8860-8960 45^40-4560 


SILVER 5600 may oc eents/troy ax. 


H henlnta a (00.79b) Calls 


Turnover lots of 100 tomea. 


Turnover 14433 (3182) lots of 100 tonnes 


PN» - UmdostPOX (Cash Sodamont) p/ltg 
Close Previous Hlgh/Low 


Mar 

Apr 


111.0 

1106 


1126 

1116 


£ a tome unless otherw is e staled, p-pence/kg. 


o-conts/lb. r-ring/fttfkg q-MAr/Apr. t-Apr. w-Feb/ 
Mar z>sJan/Feb. x-Mar. IMsat Com miss ion aver- 


age tatstock prices. * change from a weak ago. 


V London physical market SOT Rotterdam. 
Bullion market dose. m44alaysian cents/kg. 


HOLS 

1106 


motets 

May 1103 111.6 1106 1103 

Jun HOC me nos 

Jul 1066 1064 

REUTERS (Base: September IB 1931 - 100) 

fab 20 Feb 19 mnth ago yr ago 

Turnover 42 (80) lots of ajSO kg 

1653,4 1682J 1867.5 1807.5 

■H1M1 - Lowduw POX 

DOW JONES (Base: Dae. 31 1674 *■ 100) 

Close Prev. Hgh Lew Voi 

fab 19 Fab IB mnth ago yr ago 

tods 15627 166.00 

Mar 15660 18740 1S840 50 

Apr 15640 18760 156.40 86 

May 158.00 15660 16600 86 

Spot 12365 - 122.72 130.08 

Futures 12826 - 12343 13231 


Strike price S tonne Mar 

May 

Mar 

May 

1480 ‘ 

71 

IS 

a 

18 

1550 

11 

48 

43 

69 

1650 . . 

1 

16. 

132 

125 

Copper (Grade A) 

Calls. 

Pita 

2330 

117 

122 

10 

SB 

2450 

49 

72 

42. 

106 

2560 

14 

38 

107 

1T1 

Coflee 

Mar 

May 

Mar 

toy 

460 

48 

57 

0 

82 

500 

3 

21 

7 

18 

SO 

0 

6 

54 ' 

50 

Cocoa 

Mar 

May 

Mar 

M*y 

800 

66 

64 

0 

10 

650 

18 

32 

0 

28 

700 

0 

14 

34 1 

80 

Bran! Crude 

Apr 

May 

Apr 

May 

1700 

85 



00 

1800 


60 



1900 

50 






Close 

Prevtoua 

Htgh/Low 

fab 

307.3 

306.7 

seao 

366-0 

Mar 

367.7 

388.0 

371.0 

3634 

Apr 

369.8 

370.8 

0 

0 

May 

37i3 

3717 

3764 

3660 

Jul 

3776 

378.4 

380.5 

372.0 

Sep 

3814 

. 383.1 


380.0 

Dec 

3884 

390.1 

3S2JS 1 

385.0 

Jan 

390.2 

381.4 

0 

a 

Mar 

3984 

3974 ‘ 

396.0 

394.0 

May 

4014 

4024 , . 

0 

0 

HtGH GRAM! COPPM 2BJ00O ID*; ceeto/Uta 


Chase 

Prevtoua 

Mgh/Low 


Feb 

110.15 

11040 

11140 

110.10 

Mar 

10940 

11045 

11040 

10940 

Apr 

10740 

10820 

10840 

10840 

May 

106 JO 

10845 

10740 

10840 

Jun 

10540 

105.75 

0 

0 

Jul 

10440 

10445 

105.80 

10440 

Aug 

104.55 

104.10 

10445 

104.56 

Sep 

103.65 

10345 

10440 

10340 

Oet 

103-25 

VRM 

0 

0 

Nov 

102.75 

10240 

0 

0 



Close 

Previous 

HI(pi/Low 


Dec 

Mar 

283m 

300/4 

285m 

302/4 

294/4 " 
301/4 

29214- ... 

May 

85.06 

86.00 

'84.10 

BB.6S 

8841 

8045 

8846 

84.75 

8440 

UWt CAT 1 LE 40400 Iba: cenfatilha 


Jul 


8340 

6845 

6840 

8342 

87.75 

6840 


Close 

Previous 

Hlgh/Low 


toy 

6840 . 

6840 

Fttj 

..Apr 

Jun 

7942 

.7847 

75.62 

7945 

7842 

73.45 

79.65 
79.02 - 
76.67 

7945 

. 

TtSS ' . 


ORANGE JUICE 15600 Ifaa; cpnto/lbs 



dose 

Previous 

Hlgh/Low 


Mar 

May 

JUl 

11240 

11340 

11445 

11345 

11545 

11648 

114.75 
11543 

115.75 

11140 

111.00 

11340 

1 WOOL "1 


2? 74JS 7366 

74.70 7420 

fab 7463 7420 


7425 
74.75 

74 .80 

UWE Hops ao.ooo lb: cntoy.h, 


7360 - 
7360- 

^!C40-■ , : 

7460 


•« 

- ; ’L. 

:• ;uG 
U-K 

:..T 

- . Jl 

■ '-n 

■ -a 

v. id 

n 

■ •. :isi 

. ■' V 
ib 

■\':Q 

■ Vi 

n 

. A 
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board 
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Until wool values are tested at fuse euc&ona 
In Australia all other markets are going to 
ba w y isicanaln a boia prlees lor any . 
praduot oomected wtti wool. New Zealand 
Is going ahead with an auction on February 
2 1.B8M TO m« growers Will haveW^ 
raaaen to pul In thalr own raaerves. stneo 
Australia Is to supplement auction room 

Prte« ^ thus 

uneMulmy. Bradtora prices are down 
tontettvely by K4 to 10% but noonti Is 
buying, except lor Immediate dmivary. 
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A .LONDON stock market 
already struggling to hold to 
recent levels in the face of 
easier trends elsewhere in 
Europe was finally discouraged 
yesterday by a weak opening 
on Wall Street The FT-SE 2,300 
mark was lost early in the ses- 
sion and attempts to recover 
■ this benchmark faded when 
->Jew York turned off on the 
latest. USinflation data, show- 
ing a fall of 35.25 Dow points in 
London trading hours. 

The FT-SE Index closed 15.6 
off at 2^96.8, a shade above the 
day's tow. Equities were on the 
downside from the opening 
lacking: a definite lead from 
trading overnight in Tokyo and 
New York and also beset by a 
further round of downgradings 
of leading stocks by London- 
based brokerage analysts. 
Uncertainty over prospects for 
the Soviet plan for a Gulf peace 


Glaxo 
runs into 
Sellers 


GLAXO ended a four-week bull 
run as several analysts recom- 
mended taking profits. UBS 
Phillips & Drew voiced its cau- 
tion on -the market for ulcer 
treatment Zantac, the world's 
biggest selling drug and 
responsible for some two thirds 
of Glaxo’sjprofits. It pointed to 
the rise of a rival treatment, 
Losec, made by Sweden's 
Astra. Losec uses a different 
mechanism to deal with ulcers, 
which the broker thinks will 
“put considerable pressure on 
existing therapies”. 

UBS recommended selling 
Glaxo but kept its buy advice 
on Smith Kline Beech am. 
\Chich makes the second best 
selling ulcer drug, Tagamet, on 
the grounds that the drug is -a 
much smaller, component of 
overall company profits. It also 
pointed, to continuing benefits 
from the 1989 merger of Smith- 
Khne Beckman and Beecham. 

Pessimism over Zantac was 
not shared by all researchers. 
Nomura remained relatively 
positive on the likely trend of 
the drag’s market share. It 
said, however, that the shares 
had risen too for in recent 
weeks. Mr D idler Cowling said: 
"Glaxo has reached a similar 
rating to that of big US drug 
stocks.” The big buyers in 
recent weeks have been from 
the US. and yesterday they 
held back. 

Glaxo dhjpped 82 to end at 
the day's low of 939p, stffl more, 
than UOp higher than the price 
in mid-January. Turnover was ‘ 
a busy 29m. SmithKltoe eased 
.a penny to 677p. 






5 GrandMet down 


Grand Metropolitan, the 
drinks and leisure multina- 
tional, was hit hard in early 
trading by two teports. There 
were suggestions that Merrill 
Lynch, the US securities house, 
had cut Its profits forecasts 
and advised investors to seLL 
However, the official 
announcement from Merrill 
said only that it had changed 
its recommendation from buy 
to neutral, saying that It would 
buy again if the price was 5 per 
cent lower. 

As this story became cur- 
rent, some traders concluded 
that the company’s ADR list- 
ing, due next . month, was in 
Jeopardy. This was quickly dis- 
missed by. more level-headed 

traders and by analysts. 

The shares continued to. lan- 
guish, however, ending at the 


Engineer 
joins BR 
board 


finish below FT-SE 2,300 
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also overhung the market. 

The new round of brokerage 
comments brought a signifi- 
cant reaction in several leading 
stocks, notably Glaxo which 
announces results soon, and 
also in Grand Metropolitan and 
m the retail sector which has 
been recovering from a pro- 
longed period of market disfa- 
vour. The unsettled reception 
for brokerage views appeared 
to reverse the market's more 
recent ability to override such 
adverse comment on the argu- 


ment that bad corporate news 
is already discounted. 

"Downgradings when the 
market is at FT-SE 2400 will 
have proportionately greater 
effect than when we were at 
2.100,” commented Mr Paul 
Harrison at Salomon Interna- 
tional, the US banking and 
securities house. 

Some of yesterday’s com- 
pany downgrades were aimed 
at stocks which, having per- 
formed well in the market’s 
advance, are now vulnerable to 
suggestions that profits should 
be taken. However, other strat- 
egists believe that the loss of 
Footsie 2,300 will prove a tem- 
porary setback for a market 
which has been largely driven 
forward by hopes of lower UK 
base rates, although Wall 
Street’s recent advance has set 
the stage for the general recov- 
ery In leading world markets. 


day’s low of 714p, a decline of 
lfl. Volume was a busy 2.4m. 

Water issues, depressed on 
Tuesday by heavy selling from 
one broking firm, as well as by 
suggestions that a number of 
Package units were being bro- 
ken up and sold, attracted 
some good support. Smith New 
Court was said to have been 
keen buyers of Welsh Water 
and Yorkshire Water, as well 
as initiating switching out of 
Southern into Yorkshire. 
Smith New Court water spe- 
cialist Mr Steve Doe told the 
sector was looking good value 
relative to the electricity 
stocks. 

Yorkshire was driven 
sharply higher by the Smith 
recommendation, clewing 3 up 
at 305p, while Welsh put on 6 
to 316p. The Package rallied 18 
to £2963. 

The electricity distribution 
companies, on the other hand, 
were unsettled by renewed 
profit-taking. The Electricity 
Package lost 40 to £1810, while 
the worst affected of the indi- 
vidual stocks was London Eleo- 
. tricity, 5 down at 184p, and 
South Wales, the same amount 
off at l97p. 

A flurry of buying interest in 
BP followed reports in the mar- 
ket that the company bad par- 
ticipated in a significant gas/ 
condensate discovery in Col- 
ombia, South America. No offi- 
cial news of the find was forth- 
coming, however. BP, which 
has been drilling in Colombia 
in partnership with Triton 
Energy, of the US, is the opera- 
tor of the well, in which it has 
a 38 per cent stake. 

Reports in the market said 
that the partnership had 

- encountered huge ^quantities of . 
'gas. Estimates ran as. high as . 
several hundred million bar- . 
rels of oil equivalents. BP has 
acquired substantial drilling 
acreage adjacent to the licence 

- area and made an oil discovery 
in the region in 1988. 

. Many analysts played down 
the reports, but others took the 
view that any news of . 
increased reserves for BP had 
to be good news. BP shares, 
helped by switching out of 
Shell, edged higher to 319p on 
6.6m. Triton Europe, a subsid- ' 
iary of Triton Energy, 
advanced 14 to 106p as specula- 
tors chased the stock. The US 
parent, however, " has been 
looking to sell its 58 per cent 
stake in Triton Europe for 
many months. . 

. Shell Transport suffered 
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from the switching and slipped 
4 to 464p. The fourth quarter 
figures were as expected, as 
was the dividend. At Strauss 
Turnbull, Mr. John Toalster 
was cautious on the oil sector. 
"We see further downside,” he 
said, and reduced his 1991 
earnings forecasts. He expects 
Shell to achieve historic net 
income of £325bn. down from 
his previous estimate of 
£3.45bn, and increased his divi- 
dend forecast from 21.5p to 
21.7p. 

Also in the sector, Lasmo 
eased 3 to ,355p on keen turn- 
over of l.lm as the market 
responded to suggestions that 
a njumber of broking firms may 
be about to adjust downwards 
their asset values for the stock; 
asset value cuts of possibly 30p 
to 4Dp a share were mentioned. 
This produced a number of 
switch operations, out of 
Lasmo and into Enterprise, the 
latter adding 4 at 53Tp on 
4S4J100 shares. - 

Bnrmah edged up to 560p on 
1.6m shares after confirmation 
that County NatWest had 
included the stock in its presti- 
gious "County 30” list of top 
recommendations in the UK. 
County said Burmah had 
underperformed the market by 
12 per cent since the Gulf crisis 
began, but is seen as a prime 
beneficiary of falling oil prices' 
and any recovery in the dollar. 
Burmah joined the list at the 
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APPOINTMENTS 


i* 


■ Dr Peter Watson, a ■ - ' 

47-year-old executive of GKN, 
-engineering ^oup, has been^ ■ 

?■ appointed a full-time member 
s of the BRITISH RAILWAYS 
/ BOARD, where he will have 

^ special responsibility fbr 
v. advising on engineering issues, 
s writes Richard Tomkins..: ' : 

s- r Transport CorrespondenL-ur . 

r Watson, whose doctorate i s_ 

^ in civil engineering, spent tive 
f years working at BR’s 

# technical centre at Derby 

V before moving to GKN inl97G, 
t- where he was initially involved 
■ ' in product development before 
moving to business • ■■ • . 

• development He was latterly 
chief executive of GKN Axles 

' and GKN Powder Metallurgy, 
two subdivisions of GKN 
Automotive. ' 

'• ■ Mr David Ogden is resigning 
from tht> end of this month 
' as managing director of -ERF- 
LEASING, Crewe, due to 
relocatioti problems. The 
f company is a joint venture of 
•; ERF and Captial Charter, and 
vXr Dilip Nathwani has been 
seconded by Capital Charter 
>. to handte the company’s 
■’ day-today operations. 

■ THE SCOTTISH . 

f METROPOLITAN PROPERTY 
- COMPANY has. appointed Mr 


' J. Scott Cairns as an executive 
director. He is chief estates 
surveyor. 

. ■ NEILL TOOLS, Sheffield, 
has appointed Mr Michael 
Miller as UK sales director. 

He was national accounts 
controller with Crown Berger. 

■ Mr Barry Muxley has joined 
HUTCHISON TELECOM as 
general manager. He was 
foternatkmal Business 
development manager with 
British Telecom Mobile. 

■ Mr Ttm Pascall has been 
appointed to the new post of 
group treasurer at DEL 
MONTE FOODS 
INTERNATIONAL. He will 
take over responsibility for 
the group's cash flow, interest 
rate and foreign exchan ge 
management from Mr Mark 

Brody, who continues as group 
financial controller. Mr Pasc all 
was international treasurer, 
CMB Packaging. 

■ Mr Tom Cohen has been 
appointed finance director of 
AMPEX EUROPE, Reading. 

He was finance director at “The 
European' newspaper. 

ii Mr John Pinckard becomes 
non-exeenttve deputy ... 
c hairman of BIMEC - 
INDUSTRIES from April L He 
been' a non-executive > 

director for two years. 

■ MrHi^erW.Hawteworft 
has joined BRPUSH 
AEROSPACE (MILITARY . 
AIRCRAFO to the new post - 
of director, of development and 


planning. He was managing 
director of Thames Water 
Enterprises, 

■ Mr Simon Joshua has been 


of ROLEX PAPER CO. part 
of the Jefferson Smurfit Group. 
Hie was factory manager. 

■ Mr Hamdi Conger has been 
■ . appointed managing director 

of the BB A GROUP’S brakes 
division,- which trades as AP 

- Lockheed. Mr Brian Gaunt 
becomes m a n aging director . 
of the clutch division, which 
trades as AP Borg & Beck. 

■ ASPEN BUSINESS 
COMMUNICATIONS has 
appointed Mr Chris Hoare as 
managing director, and 9b 

- Sophy Robinson as deputy 
managing director. 

■ MrTeter W. Squire has 
joined the board of HERRING 
SON & DAWHOLDINGS. 

■ Miss Jeanette Britton has 
been -appointed company 

'secretary and director of legal 
'affairs at MERCURY 
PERSONAL 

COMMUNICATIONS. She was 
divisional secretary , 
communications systems 
divisioii, British Telecom. 

• RENTOKH. GROUP, has 
appointed Mr Nigel Hawse as 
managing director. UK 

- healthcare services division; 

Mr Ted Brown as managing 
director, UK tropical plants. . 
water ami ventilation, and 
medical services division; and 
Mr Geoff Whatley as managing 


“There is a very real pros- 
pect of further cuts in UK 
interest rates even before Bud- 
get day,” commented Mr John 
Reynolds at County NatWest. 
pointing to the favourable 
trends in London money mar- 
kets, despite moves by the 
Bank of England to discourage 
market speculation of an early 
reduction. He believes tbat 
London is still seen as offering 
good investment value and is 
attractive against other global 
equity markets. 

Selling pressure was modest 
yesterday and mostly concen- 
trated on a handful of individ- 
ual shares. On the other hand, 
the institutions appeared to be 
significantly less aggressive in 
buying stock when share 
prices felL It was left to the 
marketmakers to fuel the 
attempted rallies of the day. 

Seaq trading volume 
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■ Mr Malcolm Norgate has 
been appointed to manage the 
abrasives, diamond products, 
and UK industrial businesses 
of the Foseco group, which 
was acquired by BURMAH 
CASTROL last December. The 
company says he will review 
the future of these businesses 
within Burmah CastroL His 
previous work for the company 
was in connection with the 
disposal of Quinton HazeR m 
1986. 




Mr Cavan Taylor ( pictured ) has 
been appoi nted sen ior partner 
of LOVELL WHITE DURRANT, 
the City law firm, from May 1. 
He takes ova: from Mr Peter 
Gerrard who becomes general 
counsel at The International 
Stock Exchange. Mr Taylor 
has beat with the firm, and 
previously with Durrant 
Hesse, since 1965. 


expense of British Gas, which 
County said faces regulatory 
worries, including the possibil- 
ity of a Monopolies Commis- 
sion inquiry. Gas lost 3 to 
233Vap with 6.6m shares traded. 

Lloyds Bank was the heavi- 
est traded stock in banks, 5.1m 
shares changing hands ahead 
of tomorrow's preliminary fig- 
ures. At the close the shares 
were 3 ahead at 328p. Abbey 
National, which suffered the 
indignity of being dropped out 
of the "County 30” list, slipped 
3 to 249p on 3.2m, while Mid- 
land. still haunted by worries 
of being the first UK clearer in 
living memory to cut its divi- 
dend, dipped 4 to 170p. 

Provident Financial's pre- 
liminary figures were given a 
rousing reception by the mar- 
ket, which immediately 
marked Provident shares 
sharply higher prior to a close 
of 449p, a net gain of 24. Profits 
up 14 per cent and a 15 per 
cent rise in the dividend were 
at the very top end of expecta- 
tions. 

Lloyds Abbey Life moved up 
to 380p before ending a busy 
session 4 firmer at 377p after 
much better than expected pre- 
liminary figures, which 
detailed profits up 8 per cent 
Mr Youssef Ziai at UBS 
Phillips & Drew said the strat- 
egy of selling life and associ- 
ated products to Lloyds Bank 
customers was “obviously 
working well”. Other life 
stocks were boosted by the rul- 
ing by the European Commu- 
nity allowing UK life assurers 
to operate in Europe under 
their existing terms. 

Commercial Union and Gen- 
eral Accident, scheduled to 
report preliminary, figures next 
Wednesday, were both well 
supported, the latter adding ll 
at 554p and the former io at 
525p. Rumours that. Sun Alli- 
ance, a weak market and 9 
lower at 366p, may have been 
increasing its 14.9 per cent 
stake in Commercial Union 
were regarded by sector spe- 
cialists as unlikely. 

Sedgwick, the insurance bro- 
ker due to report preliminary 
figures next Tuesday, fell 9 to 
250p, weakened by a Kleinwort 
Benson sell recommendation. 

Rights issue stories swept 
the property leaders, although 
analysts said there was no 
truth in them. Some damage 
was done, nevertheless, with 
Land Securities 11 off at 539p, 
MEPC 13 lower at 521p and 
Hamroerson 12 down at 631p, 
all ending within a penny of 
their respective lows for the 
day. Second liners showed falls 
of around 3 per cent 

Reed International partly 
recovered from an early sharp 
fall in busy trading which had 
been prompted by rumours 
that the company was about to 
produce a trading statement. 


increased to 514.2m shares 
from the 487.5m of the previous 
session, and this <( sign of)) 

increased volume in a dull 
market was seen as a bearish 
sign by some traders. 

There was only limited 
response to the day's list of 
corporate features. Shell closed 
a few pence easier after 
announcing fourth quarter and 
full year figures, with some 
holdings being switched into 
BP stock; one analyst said 
there was “some marginal dis- 
appointment” for Royal Dutch 
shareholders on the guilder 
dividend. 

At the London close, traders 
were watching the New York 
bond market closely as it 
responded to comments on the 
US economy from the US Trea- 
sury Secretary and the chair- 
man of the Federal Reserve 
Board. 


Reed issued an official denial, 
but the shares were still down 
12 on balance at 390p. Turn- 
over reached 32m shares. 

Leisure sector leaders 
retreated sharply alter their 
recent strength. Sentiment was 
not helped by a downgrading 
of Trasthouse Forte by UBS 
Phillips & Drew, its broker. Mr 
Jeffrey Harwood cut the esti- 
mate for the year ending Janu- 
ary 31, 1991 by £8m to £196m. 
The figure for the current year 
is down to £l80m from an old 
forecast of £235 m. “They have 
run up far enough In the short 
term. Any weakness might 
reveal buying opportunities.” 
commented Mr Harwood. Vol- 
ume was an active 4.6m. 

Other hotel issues retreated 
In sympathy. Ladbroke shed 12 
before ending a net 8 off at 
258p. Queens Moat Houses, 
where UBS trimmed its current 
year profits forecast by £10m to 
£100m, slipped 3 to 88p. Stakis 
eased 2 to 48p. 

Kwik Save fell 16 to 529p as 
Goldman Sachs recommended 
switching into Tesco. up a 
penny at 241p. and Asda, simi- 
larly firmer at 129p. Goldman 
said Kwik Save had outper- 
formed recently and suggested 
that investors take profits. 
Kwik Save was on a similar 
rating to Tesco and yet it was 
not clear whether its long-term 
prospects justified that Gold- 
man, however, denied market 
speculation that it had reduced 
its current year forecast from 
£95m. 

Albert Fisher was 
unchanged at I20p as the mar- 
ket continued to wonder 
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TRADING VOLUME IN MAJOR STOCKS 
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whether it would bid with Chi- 
quita Brands, of the US, for 
Polly Peck's Del Monte Tropi- 
cal Fruit division. The com- 
pany was reported to have 
denied this to some analysts, 
but the suspicion remained 
that if Del Monte is up for sale 
Fisher would be interested. 
Hazlewood put on 2 to 171p 
following an institutional visit 
to the company. 

The stores sector was 
depressed after several brokers 
lowered their forecasts. Klein- 
wort Benson estimated that 
real consumer spending would 
grow this year by just 0J per 


cent, against 2.0 per cent last 
year. Accordingly, it cut its 
1991 estimate for Marks and 
Spencer by £25m to £620m, for 
Barton by £20m to £50m, and 
for Kingfisher to from 

£240m. Marks finished a penny 
easier at 234p, Burton shed 2 to 
86p and Kingfisher lost a 
penny to 234p. 

Scottish & Newcastle 
encountered profit-taking and 
vague talk that the company 
might be about to make an 
acquisition. Tbe shares 
retreated 7 to 380p. 

Vaux benefited from further 
consideration of the £5.1m sale 


of its holding in Tyne Tees 
Television to Yorkshire Televi- 
sion. The shares added 2 at 
216p, after 218p. Tyne Tees 
eased a penny to 2S4p. while 
Yorkshire ended unchanged at 
244p. 

A one-for-three rights issue 
at l36p a share, raising £10 .35m 
for Community Hospital, left 
the shares 10 off at I62p. Turn- 
over was high at 79.000, done 
in four trades. 

■ Other Market statistics, 
inriuding the FT-Actuaries 
share index. Page 20 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FIN ANCIAL TIMES T »n^nAY FEBRUARY 21 1991 

MONEY MA RKET FUNDS 


FOREIGN EXCHANGES 


Dollar firm but below best 


FINANCIAL FUTURES AND OPTIONS 
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The dollar fell bach after 
failing to break through techni- 
cal resistance levels of 
DM1.5005 and Y131.90 against 
the D-Mark and the Japanese 
yen. There was profit taking 
after the US currency contin- 
ued its recent advance, and 
although the dollar then 
drifted lower it finished higher 
on the day at the London close. 

The Gulf war tended to Cade 
into the background, as the 
market viewed the present sit- 
uation as favourable for the 
dollar, irrespective of whether 
there is a peaceful settlement 
or a continuation of the con- 
flict. 

Peace would ease pressure 
on the US economy, but the 
move to a ground war would 
Increase uncertainly and is 
also regarded as supportive of 
the US currency. 

Attention turned yesterday 
towards economic factors, 
including a larger than expec- 
ted rise of 0.4 per cent in Janu- 
ary US consumer prices. This 
took the annual rate of infla- 
tion down to 5.7 from 6.1 per 
cent, but was not as low as 
expected. The market had been 
looking for an annualised fig- 
ure of 5.3 per cent, and there 
was also concern that prices, 
excluding food and energy, 
rose 0.8 per cent in January, 
compared with expectations of 
an unchanged 0.4 per cent 


increase. 

Reaction to the figures was 
that core inflation remains 
uncomfortably strong in the 
US. raising doubts about the 
prospects for lower interest 
rates, despite the recession. 

On the other hand Mr Alan 
Greenspan, chairman of the 
Federal Reserve Board, told a 
congressional committee that 
inflation In 1991 is likely to be 
at its best level for several 
years. 

He said that the recession 
should be shorter and shal- 
lower than most post-war 
downturns and that the reduc- 
tion in price pressures had 
given the Fed scope to move 
aggressively to counter the 
recession without fanning 
inflation. At the same time, Mr 
Greenspan warned that the 
dollar has shown un welcome 
weakening tendencies recently. 

The latest news on US infla- 
tion and Mr Greenspan's com- 


ments left the dollar slightly 
firmer overall. It rose to 
DM1.4970 from DM1.4925: to 
Y131.75 from Y13L50; and to 
SFrl.2805 from SFrl-2800. but 
fell to FFr5.0800 from 
FFr5.0825. On Bank of England 
figures the dollar's index rose 
to 60.7 from 60.5. 


Sterling was little changed 
in general weakening against 
the dollar, but improving 
against the D-Mark as the 
Bank of England indicated that 
an early cut in UK bank base 
rates will be resisted. The 
pound fell 45 points to 31-9475, 
but rose to DM2.9150 from 
DM2.9125. Sterling declined to 
FFr9.8925 from FFr9.9200; to 
SFr2.4925 from SFr2.4975; and 
to Y256.50 from Y256.75. Its 
index was unchanged at 942. 


Within the European Mone- 
tary System the pound 
remained slightly above the 
weakest placed French franc. 
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MONEY MARKETS 


FT LONDON INTERBANK FIXING 


Bank sends warning 


(1100 a.m. Feb JO] 

3 morahs US dotUras 

6 ninths US Doilan 

bM 6A | 

otter 6|J 

bM 6 A ] offer 6U 


THREE-MONTH sterling 
interbank hovered around 13 
per cent yesterday, after the 
Bank of England sent a warn- 
ing to the money market 
against an early cut in UK 
bank base rates. 

Three-month money traded 
at 12 x 5 - 12 % per cent ahead of 
UK money supply and bank 
lending data, before lower than 
expected lending was followed 
by a warning from the authori- 
ties on interest rates by offer- 
ing funds to the market at the 
existing base rate of 13% per 
cent. Wholesale rates then 
firmed slightly with three- 
month money finishing at 13- 
12% per cent against 13&-12g 
on Tuesday. 


UK cfearfatfl teak bate kuttifl rate 

1JL5 MT e»ml 

from February 13, 1901 


There was a larger than 
expected rise in M0 money 
supply in January, but M4 
bank and building society 
lending of £3.1bn, against 
£ 2 . 4 bn In December, was lower 
than forecast 

Prices of short sterling 
futures rose on Liffe. March 
delivery opened at 87.39 and 
touched 87.44, before closing at 
87.39 against 87.34 previously. 

Day<to-day credit was In 
short supply on the cash 
market and the Bank of 
England offered an early round 


of assistance. Credit conditions 
have been tight so far this 
month and the Bank of 
England has offered early help 
every trading day since 
February G. 

Yesterday's shortage was 
initially forecast at £l,050m. 
but was revised to £l,000m at 
noon and to £700m in the 
afternoon. Total help of £634m 
was provided. 

In early operations the 
authorities bought £ 2 m bank 
bills outright In band 2 at 13K 
per cent Before lunch another 
£12m bank bills were 
purchased in band 2 at 13% per 
cent and the discount houses 
were invited to use their 
borrowing facilities. In the 
afternoon the Bank of England 
lent £ 620 m to the market for 
seven days at 13% per cent 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £433m, 
with exchequer transactions 
absorbing £S05m, a rise in the 
note circulation £80m and hank 
balances below target £10m. 

In Frankfurt call money 
eased to 8.70 from 8.75 per cent, 
despite action by the 
Bundesbank to drain a net 
DM2.8bn at this week's 
securities repurchase 
agreement tender. The central 
bank accepted bids of 
DMlS^bn for 35-day funds at a 
fixed rate of 8.5 per cent, 
compared with an expiring 
28-day facility of DMl6.1ba 
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six-nine months 12 per cent; nine-twelve months lib per cent; Under £100,000 10h percent 
from Oct B.19B9 . Deposits withdrawn for cash 5 per cent. 
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ts 

Mar 


95-22 

94-26 94-26 94-26 9SP5 

- 94-21 

- 94-05 


£ 


0.7602 QJ6I7 &3S95 07591 
0.7582 07595 07576 07570 
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- 0.7563 


loa Pm. 
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97-04 97-19 
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-tan 


mm 
SpraM 

Latta 

06689 _ 

06650 a 6661 06645 0 MO 

- 0.6605 

- 06568 


Sm ES KST 

OUOa 06684 06632 


Ctosr High Low to* 
Mar 8565 85.91 8527 86.00 

Jen 8582 86.01 ffi.45 8018 


Mar 

Jed 

s 

Mar 

Jon 


Lam Hfeb Low Pier. 

94.12 94 J5 94.09 9413 

94.28 94.31 94.26 9430 

9405 94J5 9435 9418 

93.88 93^8 9367 9390 

■ sss 

- 93.80 


Xbwaabds 


EU»0(KLUUI oil'; 
at M0% 


Mar 

Latest 

9383 

9^ 

Low 

9319 

Pre*. 

9374 

Jm 


9X34 

9378 

91* 

Sep 

9324 

9317 

mm 


Dec 

9280 

9283 

9276 

9284 

Bar 

9267 

9271 

9253 

9273 


92J9 

9242 

9236 

924E 

Sen 

9213 

(Dili 

MW 

9215 

Dee 

gy iff 

9187 

9182 

9189 


Swiss ntAhcainn 

SFtUS^M SyttSFr 


5DWMIP £ P00B5 5» DOEX 
BHItanMn 


CKwr Kira Law to*.- 

97.45 97.fi 97.4® 9759 

97.75 9800 9765 97 92 


Mar 

Jsa 

Sep 

Dec 

Uar 


Latest HM Low Pm. 
07831 0.7847 07825 0-7811 
07816 0.7820 07803 0.7788 
- 07790 • 07770 

- 0.7760 


Jo 

Sq> 


Latest ££ Low 
366.70 36850 366J0 
3M.rO 371.40 36090 
- 37240 


Pm 
370.70 
373 JO 
37580 


PKXLABOPHM SEC/S 
E3U56 tart* per Ol 


Strike 


Calls 




Fas 



Price 

L900 

Mar 

510 

5% 

58? 

Jan 

670 

Mar 

0.49 

& 

May 

248 

Jon 

3.75 

19H 

305 

3.73 

417 

459 

104 

240 

357 

4.98 

1950 

175 

241 

292 

3.48 

215 

370 

4.96 

6.43 

1975 

073 

156 

207 

253 

380 

532 

659 

aoa 

2000 

034 

0.91 

137 

189 

581 

72D 

843 

988 

2025 

0.09 

049 

087 

L3Z 

884 

979 

1043 

1184 

2050 

0.04 

023 

□52 

ft 90 

1043 

1152 

1258 

1391 


Pmiois day's epen lac Calls 340,721 Pats 2ZL619 (A9 eamaded 
Pmta day's wtatic Calls 21,880 Puts 34,619 (AU tin rack s) 


IS YEAR 19% MOTBHJU. FSEWCH BOND BUnn FBTDBZS FttJSI 



Open 

10552 

Ocse 

10526 




VreK 

90S 


UkI 

-oS 

105.76 

10516 

68029 


106.02 

10580 

+0.04 

10622 

1E5 74 

900 

392B7 

5cstei=her 

106.12 

105.88 

+002 

in* ;? 

?n»iRa 

898 

3.753 


- 

- 

. 

- 

m 

- 

0 

Estimated *daoK 106.564 Total Open Interest 111069 





UPTON m LOtffi-TEBM FERCH 8080 MATffl FehJS 


Sinke 

ttarrti 

cans 

June 

Sc*. 

Ma» 

Fuss 

Jrae 

Sere. 

102 

329 

404 


122 

033 


103 

230 

323 

. 

- 

048 

- 

104 

135 

244 

. 

ai2 

0.74 

- 

105 

0.62 

181 

. 

037 

107 

L41 

106 

020 

128 

188 

093 

144 

186 

107 

0.04 

082 


- 


- 

Can lot 

8S 862 

62784 

9.723 

179182 

87.994 

7.918 

Estmnatsd voitane 31235 Tosti < 

Open mural 433.463 





TH8EE4IOKn pm FtmnB ounn (Parts fetata attend raid AOlf 


MarcH 

Open 

90.40 

Dae 

90.40 

Ounar 

iO.(g 

mp 

VLifo 

law 

9039 

YuM 

960 

tbnrtat 

19372 

Jm 

90.66 

. 9020 

+009 

9074 

9056 

. 930 

13.531 

Sfptcmtw 

90.85 

9086 

-tdJ05 

9091 

9085 

914 

4286 

Decanter 

9089 

9086 

+081 

90.90 

9086 

914 

1202 


Ettinated volane 105® Total Open tamest 30541 


CAC-49 FUTURES QUTIF1 Stack tadra FebJ.9 


Open Close 

17170 1719.0 

1727.0 17325 

1739.0 1739.0 


Fetnflij 
Match 
April 
JllK 

Estimated nhm 10.425 Total Open taterest 10.828 


-14 

-15.0 

+95 


Hit 

;ro 

17495 

17390 


Lew 

1712.0 
17265 

1739.0 


Opm tat 
7,831 
1795 
2 

200 


BASE LENDING RATES 


AEMBak. 


AdzsB&Conpany 

Allied Tna Bju* 

AIB Bank 


13^2 OHJwaliwBafi 

13b CarUs & Co 

14 CyprasPopeiarBk 


• Henry AsSbatte 

AsoriatsfapCorp 

H&CHerdBBtBank.... 

Bank of Bamta 

BamoBiBBoVuxaja... 
Ba4 CrtdK & Com® .„ 

Ba*rfCjpras_ 

Bark of mad 

Bat of India 

Ba* of Scotland. „ — 

Barape Beige Lid 

Bodays Bak 


13*2 DvdarBaikPIX 

13J? DsKoilJwie 

13% EpdoridBankplc — 
13% Eater Bank Limited __ 
131] FiraiEHJ Sofilc _ 
13*2 Fust SaUooal Bad Pk 


13* i 

13*2 

13*2 

131] 

131] 

14 

14 


% 

JfetBfcqfKdwa 131] 

JteWBtaiBtB 13 1 

Sortben Bank Ltd 15 


|3| •BotetFleartq&OiL- 


.. . Robert Fraser iPlnrs.- 
Uh Gktiaak. 


HybEditHortgageBa* 14 
Pnrodal Bati PLC._. IS 

Jtafcnta Bask Lid. Iff** 

SnjafBk of Scotland Uh 

13>z • Smith tWinasn Secs... Uh 

Standard derterel 13^ 

T5B 13*z 

Unibaskpic 13*? 


lb 

131] 

14 


13*2 ■ Guinea Mahon 

Uh • HandrasBadt. 


BesdmrtBak 

Bril Bkof Hid East 

• StaRHSkglej 


13*2 teopshire Inst Pic. 
131] HerfUdile & Gea fnv Brtb . 
14 •Hill Sand. 


131] • Doited Bk of Kwait__ 13*2 
13h United UinaU Bank— Uh 
Uh Unity Trad Bank He — 13‘j 
WBteroTnd 13^ 


0. Bank Noted 

• QatertnuseBaik 

CitibarA NA 

City Merdaids Bank 

Clydesdale Baik 

Cbmn.Bk.of Loudon Pic 



WestpacBankCorp. 13*2 

Wbiteaway Laifiaw — Uh 

Torture Bank Uh 


Uh M*gb2iBa8kLld.._ 
UI] UcDowdlOoegteM. 
131] MidtedBak 

13^2 Konst Banking 


• U antes of Brffidi Merdrat 
13*5 Banking & Securities House 
13*2 taodatioo. 

13*2 
13*2 
13 h 


INDOSUEZ PARTNERS AND PROPERTIES IN 
NORTH AMERICA I.P.N.A. NV 


The OqukJcrtor of flPNA NV In ftquddaikxi has Wormed the undersized 
thert after paymont erf al known cradhoa of tt>e compcny an amount 
of US dotas 3.600.603.T8 b avaflabte to fte shareholder as fkxal 
Iqulclallorhcktrbutfon. fa two thousand deporitary receipts care 
outstantJng final pcjymertt per depaeUcry racelpt w« amomt to US 
dolors 1.80030. 


Depadlary taoelpb hokden are Invited to present their ertgbxd 
certificates together wWi derated payment instructions as from 
February SB. 1991 at the office of the undersigned for final payment. 


Amsterdam. February 21 1991 


Stichttno Indosuez Tarat Senricot 
Herengnachf 320 
1016 CE AMSTERDAM. 


Find the perfect luxury holiday in the 

WEEKEND FT. 


HOLIDAYS AND 
TRAVEL appears every 
Saturday. 

Order your copy today. 



TELEPHONE: 071-828 7233 


AFBD MEMBER 


FTSE 100 

Feb. 2292/2302 -18 
Mar. 2212/2222 -18 

5pm Prices. Change from previous 51 pm dose 

HOW WELL DID YOU J UDGE THE MARKET? 


WAUL STREET 
May. 2902/2914 -24 
Jun. 2926/2938 -20 



WORLD MARKETS IN REAL TIME! 

£310 per month 

(+VAT and Exchange Fees) 

CALL SATQUOTE : 071 -233 1 100 
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Money Market 
Bank Accounts 

KM CAR tat Cr 
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4361 


Gras 

SSJS'SJSmS Ch ” 8C 0«SSu3 

*{u lo a 9b l lZ3b\ ay 
afifiOfry'. ] 1 J12 50 9-361 CL 43 1 OS' 

AHIub ttwnse Bank pk 
30 Oly Rural CaVZAV 

l^Ksri AiX- - - • 


Horn MM Ar 




ntacwanuAra 


■2AY. 
...12 
1 - 1 12 
R]l2 
f J13 


OO 

12.00 


10.14 


D71-636 W70 


9.754J 1360 


14.16 


w»toa«SBSM«ijm-!i25o 

■MtaaaESilooof Ji300 
AiUed Trust Barrie Ltd 

TwiSSittSSSLi^S^ TO) I "M-f? 


Smomww.i 
f 1 goo 1 W . 


113375 «*« 


Otr 

Mih 

AHA 
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iKSSS-; 


0879 
Mlk 

14 51) MtB 
13 48 utn 


American Express Bank LU 

efo AnKrtan Enrass Ftea qjJ Sern ra Ltartwd 
ym Mwffp Bvgras MMi 
WcnSbUM. RH 13 WW 0444 230230 

9301 1287 

BMW TJ-tn «U 13 01 
UOWehCUVN 1261 10 00 13.59 

J ula 10 mI 14.46 

Bade of Ireland Hlgb Interest Chww Acc 

■^-W-Stta HaSffY 


rati* 

MU 

MU 

MU 


.000+' 112.500 

Bank of Scotland 

38 TbcadaratarS!. EC2P2EH a -,*VJ^jI6«6 
»ctataQiOB«wiru» 9 0? 

£2S.ODPr. ..^112.00 9J6l 13.031 MU 

Barclays Capital Advantage Artmit 

Barclays Prime Account HXCA 
a 8-501 

u5oS23SSraf::.iii.» |S iire 

£25.000* 11200 930 1 13.13 1 fttr 

Benchmark Bank PLC Premirr Account 
BbKnwciDSrarL Wlp3U). , 071-631 33 L3 

9.00 -| - - 

1200 9Jb[ 1292] Otr 

1225 935 13-20 Wr 

13 DO 10.14 1 14 041 Otr 

B & C Merchant Bank PLC Portfolio Act 
19 Motota Street. liwdoaSWlX8LB .071-2456616 
E23CHI-£9.499^r. llJlO I S75 8« UK?[ OU 

Ob7ooa-£49.999 _ 11225 935 128241 Ur 

£25.000 «iditiow_..l 1275 9 ‘M 1 13 373 1 Olr 

Brawn Sripkf & Co LU 

Funds? Cram. UXAtan, LorOon EC2 ,071-6069833 

mSTL. _ X_.„ -Tl225 93BS|l320i3f Otr 

Prel Demand A/c. f 11875 4 262(127851 Otr 

Caledonian Bank Pic 

Cater Allen LU 

25Bbt6taLu».lMdanE(3V9DJ .071-6232070 

HICA, __ J7T 12-00 9J60|uaZ9M Mth 

Carnot £5 OOOMU.- )l275 44*50 UaalS Mto 

TESSA. . 11330 • -I MJTN Mth 

Charterhouse Bank Untried 
1 Paunnser Sen. EC4M 70H 071-2484000 


So!S» Sa*.9* 9 - 
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no 000 
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Snuil Damira. 
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£20.00 Of — . 


jts.ooo 
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„ 600 468. .... 
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L331 

1360 

529' 
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QtBonk Savings 

St HarJm Hve. H w nwaiUSnne W6 081-7414441 
MwnlUiWPIU 

£2000- £24.499 11.00 830 U 79 MU 

£25 OCO 111. 50 9-00 1 1251 1 MU 

Clydesdale Bank PLC 

30SlViBra: Place, GIsrenrUZML ,0412487070 
E2000-C19 944 _ _TLL25 8 781 12J0f Qtr 

130.0CO-C44.994.. .11.70 903 1260 Otr 

£50 OOO* 1 1220 9321 13 131 Qtr 


Royal Bank of Scotland pic Ptom tai Jte . 

tf8ss=»3s .Jes ■;§ 

b[mO- £9.994 ... 1 10 97 8 55 1 11 7W 

Save & Prmper/ Robert FI raring 

Sterling Bank & Trust Ltd 

ssaffisr*' a iBS’"iii®i usassa. \ 

Tyndall & Ce Ltd < 

' 29-33 Prncen VktariaSt. Bristol . 0OT.7!*4nB 

OcnradAcc. 

IHU A 

HiMA'ubb~boo»'. 

Master Plus .. . 

TESSA.. - - 

United Dominions Trust Ltd 

PO Box 135. AMwy 5L RoOWfl Rfil 3EB 07345604U 

^"^lO 10221 13 761 - 

J. Henry Schrader Wagg & Co Ltd 
120 QMa&tde Laadon ECZV6BS .071-3826000 
I. [12M 9 75 UWHU 

tSoMO^dito'.. 1 1275 9 941 13881 U» 

Western Trust High Interest Cheqne Acc ' 

TV Moacycemr*. piyinnuU PL1 15 E . 07OJO4S4Z 

caaoSCT |uoo :oi4 / mjxT otr 

W»0-£24 999 ;. .1275 9.95 13 76 Qtx 

U.OOO-C4.499 1 1230 4751 13 «8l Cu 

Wimbledon & Sooth West Finance PLC 

Jttwawrrw* bumTOT 
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NOTES-Croc rat* u> itoor enowt rmenea^gra^lgergwaF 


uju Met actual rite dtir dnlaniai . ... 

CAR Grass MtfMieat to Voile rate Urpajm 
-cototxnndRt omul rate let Cr. firowrqr Irtm 
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CROSSWORD 


No.7,475 Set by GRIFFIN 



ACROSS 
1 Obscure and stupid artist 
ate outside ( 9 ) 

6 Plump for a cycle (5) 

9 Where oak’s a hybrid {5) 

10 Puzzling call to retire carry- 
ing a Ming bust (9) 

11 Illumination source for table 
left in view (10) 

12 Cold boy gets dressed (4) 

14 Nectar way inside plant ( 7 ) 
is Relative, ioo, is outside 

town (7) 

17 Climbing frames (7) 

19 Gwking tin seen burning (7) 

20 Enquire after model's job (4) 
22 She runs a green revolution 

rally without ( 10 ) 

25 Pasta pies that developed 
around Gateshead ( 9 ) 

26 Fancy woman goes round 
borne (5) 

27 2f?^* a P er ero**P the man is 
tn (5) 

28 Reviving near winding trail 

w 

DOWN 

1 Distant man rings in ( 5 ) 

2 (ty 1 0116 urn * terrib ly plain 

3 and rod. his new 
building flourished (ioj 

4 of Wends hip 
_ when half accepted (ti P 

5 Descriptive term for stone 

man in SF film (7) e 


6 Something inclined to gel> : 

one down? (4) . - i- " 

7 O afAiM J • :• ' 


7 Before dropping key; 

and I left ( 5 ) r 

8 Nice one lost after ten yews' ■. 

decay (9) ■ 

18 Only locks piers ao> -!•'> 

14 What a foul-mouthed^-.- 
speaker broadcasts?. (9) : . , 

16 One in brown and - green - ' : 
changed colour ( 9 ) ^ 

18 Race official tresrts Tnoriala • ' 

right (7) '. '.r.:., v.--' 

19 Unfinished story, in onef - 

man’s language <7> - h'-f? ; 

zi Rock show starts dead cai69' : V 

23 Pleasant street, houses 

(5) ■; .; ; - s -. 

24 Mum turned to go (4) ‘...<.V: j; 

Solution to Puaztei 
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* FWANC1AL TIMES THU RSDAY FEBRUARY 21 1991 


0-Union Min .. z.6oa -as 


Xte Strfen 

“S; SecGteBdgeWV..- 
Soffna 

2.220 -115 

2.440 +40 

U.475 +250 

Legraod . 

ncairanc* 

LriMP Can Owns.. . 

3.TJ . Tasenaer lo . 

12 250 -300 

MtrllreGrrin 

WthellnB . 


T ractebel .T L.!;. 
Traetebcl AFVI ... 
UC8- 

6,100 

8.160 -40 

3310 +310 

19.100 -75 

Midi Oe Du . 

WouUaea 

<av)«MiMMIzu . 

UCBAFV 

WagoiBLlts 

m ^ 





aribas 

*irkf Rccscompu .. 
'echdbrtum 

4, 



•errfe 

tugnt 


Bitting Bcr« .. . 

Brawn Brncrl 

CotoniaVcn 

toMiaVmkhPf. 
Comrorrzbark .... 
CofttfaiaiUiAG ... 

DLW 

D*lrato-B«t 

Deckel IFr) 

B*9msa 

Dnuche BjbwA 
OnucfnBnk .... 
DhUe'-Wertc 

Douglas Hldg 

Dragwwcfb 

Orodncr Bk 

Fas KugertScMf.. 

Gfrresfeelmcr 

GofaUcboihttmO. 
HamtmraElefn .... 

Hopag Lloyd 

HeffibZtm 

Henkel Prf 

KfrllU 

Hoebilef 

Hoeettl 

HOMOI 

Hoi unarm pft 

Horten 

httfcnirlckiwfli 

Indastrie Werkt .... 

Kail t Sail 

Ksroatti ... 

Kaufhof 

KHO 

Klockner Wcriu .... 

Lahmtyrr 

Iflfflcll 

Unde 

1 LufMana 

Lufthansa ah Prl .... 

MAM 

MAH Pref 

Mames/nam 

UmWiiVh .... 

Mercedes Hid 

Mrlallgeurllscha/t 
PWA , 

Pnilips Kommiiii"!. 

Poriche 

Premsag 

Rnelnelefctm 

Rhelnmeull Berlin .. 
RhetafflcUII Prf .... 

Rftda Wta El 

BwuwtnUPit 

Rosenthal 

Sobering 

SdnaJbaco Lnbeca . 

Siemens - 

Springer Anel Rj ... 

Sod Semie ...7r.... 

Thyssen Ind 

Vena 

Vela 

YEW ...._ 

Verelfl-West ... 


. 775 -10 

... S20 +20 

... I.290 +30 

... 67S +33 

...263.50 -4 50 
... 22S +3 

... 581 -14 

... 606.20 +220 
... 141 *3 

%. 336 -6 

. 166.70 40.90 
.. 661 “7.50 

.. 172.50 -3.50 
.7*3 -7 

.. 285 -1 

.. 374.50 -4 

.. 237 -0.50 

..336 -6 

.. 690 -u 

.. ITS 

.330 +S 
.. 1.010 +10 
1. 509 4 4 

.366 +1 

1. 1,185 -15 

.244.50 -2 JO 
. 241.20 +0.70 
.1.1*5 -33 
, 196 -0.50 

.255 SO -3.50 
.291.50 -1.50 
. 142 -3.50 

. 581 -10.50 

.472 +4 

.185 +7 

. 132 

- 1.035 +55 

. 720 -5 

. 784 -11 

. 121 -4.90 

. 113 -0.50 

. 371 -2 20 

.298 60 +1.20 
■ 277 -5.50 

. BS9 -3 

. 469 +8 

457 -9 HO 

239 

508 -4 

. 780 

. 256 -2.50 

. 1.935 -40 

. 3*3 

. 213 +3 

415 -6 50 



CANADA. 


HW UuCKm Ong 

TORONTO 

3:00 pm prices February 20 

Q iKKnBonn in cents untosa msrfcM S 


800 AMibl Pr Stall H 


VolSrogen 

Volkswagen Prf .... 

Welle Prf ..; 

Zanders Frlnpap ._ 


761 -10.50 

335 -1.50 

632.50 -7 

705 +6 

194 50 ^ 

111 -7.80 

211.50 +1 

315 -2 

351.50 -12.30 
374.60 -4.40 
32130 +1.50 
74830 -20 
208 -2 


323700 Air Cm 
|22» AiBMOen 
171400 Alcan Al s 
124000 Am Barr 


i BAMontr'l 
I Bk Hma Sc 
t BC Sugar A 
l Balmoral 
i BOH A 
BoflUfalerS 
Bow VsOay 
BP Canada 
Bra mates 
Bumran A 


14% -% 

»% -% 


JSJ =5% -% 

22 % 22*1 -% 


200 Comum Cm 533% 33% 33% 
144400 Corona Co 489 485 490 +10 

71800 Cw«n U 380 345 300 -6 


KB Denison A *73 73 73 44 

87400 Doteaco 319% 19% 19% -% 

5300 Domten To 87% 7? 7% 

18300 Doaxar Inc 99% 9% 9% -% 

4700 Da Pom A US28 23 28 


149100 Edaferu Ss B+ 8% 

11500 Eme» Lid 400 40o «0 +10 

BOO Empire 311% 11% 11% +% 


19% 19% -% 


43 136 140 

5 »>« 39% +% 

29 29% -% 


534 33% 
SIS 14% 
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♦H 
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+% 
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-% 
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+% 
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28 

M% 

*% 
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-% 
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-% 
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7% 
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285 

-10 

1000 vicwoy Rs 

*» 

420 

420 


18700 UTcooml E 

*20% 

20% 

20% 

-% 

8300 WomnOea 
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% 35 35 
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% 6 % 4 % +% 

SO 50 50 
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600 Kerr Addis 
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S15 15 15 
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521% 21% 21% 
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*16% 18% 14% 

uK% 4% 6% 

S9% 9% 9% 


1100 Rio Algom 

$19% 
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“% 
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24% 

24% 

-% 
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58% 

8 

6 % 

+% 
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12 % 

-% 
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+5 
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Sl7% 
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Akttalrials 

2932. IB 

<d 

293465 287723 

Uuu |%Mir 

THAIS wig) 

94 79 

Id 

94J6 94*5 

Transport 

limm 

Id 

1119.18 1097.85 

UUIIUe 

3IA1I 

td 

215.48 214.79 


52.20 -0.30 

14.20 -0JZ0 


STANDARD AND POOR S 

Compmtu t 3MJ9 Id 3MP6 36422 

tafasWak 43658 lei 435.0 429.49 

FbaacU 2828 (d 28.68 2822 

NYSEConvKtte 20L40 (d 2QU9 19892 

Aina MU Valia 3*3.70 id 342.73 340 JO 

NASDAQ CoapedU «0J2 Id 44871 444 Jl 


fO+T'l Htjfc 2955 20 (• I Low 289830 (- ) 


369J9 31149 369.06 4.40 

Q9/2 nm Q5/2/91) 0/6/32} 

43638 364.90 437J7 362 

(19/2 19/1) 06/7/90) (21/6/32 

2880 2L96 35Z4 864 

03/2 19/u mom a/ 10 / 74 ) 


FINLAND 

toMteerdaTO) 

FRANCS 

CAE Ceml 01/1282 
C*C 40 01/1287) 
OERUANT 
FAZAHNa 0212/58) 
Ctawzfank U/12/53) 
04X00/1287) 


44480 440J4 

1694.96 167039 

65884 63899 

1877.7 18185 

157257 15JU9 


05f2m> 1 25/4/42) H»9 Saw 8*4 01/7/M 3*9216 


(9/10/89) (31/10/72 


JAPAN 
Wkid 06/5/49) 

Trtp (Toph) M/l/W 
2stf SaaJflt 14/1/68) 
MALAYSIA 
K15E tanpodtr 14/4/86) 


561.03 5)835 58)38 55330 

2619879 26166.96 2623001 25343.74 
1947.43 195761 195481 1896.04 
2957 Jl 2959 20 2935.24 285230 



Base names of all Indices are 100 except NYSE All Common -50; Standard and Poor's— 10; and 
Toronto Composite and Meuis-1000. Toronto Indices based 1975 and Montreal Portfolio 4/1/ 
B3. t Excluding bonds* Industrial, |Has Utilities. Financial and Transportation. CO Closed, (u) 
Unavailable. 


BaMb* SET OQ/4/35) 

WORLD 

M3 Ctphil NU.0/1/71B B> 5 

“SHcrdl Vhtxwn 
le e/rual nutajlatkxi. 
fiase takes of ail Indies are 100 
InhUrlais - 2643 aad Australia All OnBoaiy and Mmiag - 500; CcJ dosed, to) Ihwallabie. 


524208/2) 
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.00 GMT. 



TOKYO - Host Active Stocks 

Wednesday 20 February 1991 


Stocks Cloelng Change Stocks Closing Change 

Traded Prices on day Traded Prices on day 

Nippon Mng 51. im 718 +98 M'sul OSK Unee l«m ei4 +2 

MTMMMtrta — 37. tm ate +6 C non Him 780 -5 

trsul Shpbtdg __ 183m 833 -14 CMyodeCorp iz vn 2J50 +10 

Nippon Steel 15.8m 511 -3 Toyo Kxnetsu 11 4m 1 J00 + 130 

Klppon Yueen 14- 6m 698 +6 ffwnc Cement IlSm BIS -S 


FT hand delivered in TYirkey 

At no cxDTR duxge, if you work m the business centres of 
Ankara. Adana, Adapazari, Antalya. Bursa, Eririitehir . 
Istanbul, Izmir. Kayseri, Kibris, Kocaeti, Manisa, Mersxn, 
Samsun, Trabzon. 

(/+. Istanbul 5120190 / 10 Ones 

And psk Mrs. MDcmOgU U^aii for detail*. 


FINANCIAL TIMES 

lukOPil SirtlMf ii mmr.rri 


FACTORING 


HankyuCorp — 
Haasnln El Rtwr 


1*090 -^0 


1,070 -W 


The FT proposes to publish this survey on 
4th April 1991. 

The FT reaches more UK board directors/ 
managers in small organisations with up to 100 
employees than any other quality daily. If you 
want to reach this important audience, call 
Andrew Muir on 071 873 4063 or fax 071 873 
3078. 
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3:15 pm prices February 20 
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30 32 12 V “% 31 % M%Brtflgs 8 S 

261 17 10 % :i 76 V 81 V Bristol M 

141 9 V 9 % 9 % 31 24 % Bra Airwy 

574 u 9 8 V 5 % -% 43 % 42 %BfttCMK 

519 10 % 10 % 10 % "% 77 % MV BP ADR 

283 ufl% 8 8 -% 31 -2 26 % BP Prudnoe 

1/9 12 % * 2 % 12 % -% 8 % 5 % BP WK 93 

19 67 6 V 6 % 8 ® +® 25 V ZI Brit Steed 


1991 W 514 don 

Ugh Law Stock Dlv.VW.E 1 DM MBk Low CUrata Osw High Low Slock 
13 V 9 V AAR Coro 7 356 12 V 12 % K% 

55 ® 31 % 4 L Lata A 18 84 22 % 22 % 22 % 

52 % 40 % AMP Inc 1 . 440.03 181555 49 % 48 % 49 % 

60 % 44 % AMU 91 S 64 ? 59 58 % 58 % 

2 % 1 % ARX 4 261 1 % 1 % 1 % 

48 % 41 % A 5 A * 300007 12 420 43 % 43 % 43 % 

47 $ 23 % Abbott Lab 203712 48 % 46 % 46 % 

13 9 % AUUbl Pr 30 32 12 V «% 

11 % 10 % ACU Grt hi 261 11 10 7 , 11 

9 % 8 % ACU GvOpp 141 9 % 9 % 9 % 

9 8 % ACM am Ep 574 u 9 8 % B*a 

10 % OUrtaCcSfli 519 10 % 10 % 10 % 

8 % 7 % ACM M«m 283 u 8 % 8 8 

12 % 11 -a ACU blonagcf 179 12 % » 2 % « 2 % 

?% 4 % Acme Devs 0.40 006 19 67 6 % 5 % 8 % 

6 4 -V Acmo Elect 18 46 5 % 4 % 4 % 

35 % 22 % Aai 3 wi 20 2501136 % 35 35 

16 V 14 % Adas Erpr* 0.48003 0 58 18 % >&u 16 % 

ZD 18 % AOOOPia’I 48 19 % 19 % 19 % 

9 % 7 % Adobe Res 13 332 9 8 % 9 

26 % IB AC Micro 68 25 % 25 25 % 

B% <% AO I 41 aa P 3000.30157819 8 % 7 % 6 

4 % 2 V Ad vast Grp 2 B 9 3 % 3 % 3 % 

46 % 33 ® Apma Lf B 2412 47 % 47 % 47 % 

9 % 6 % Arm A a 0.24 0-02 20 704 9 % 9 % »V 

17 % l 2 AHmaiWWi i 0 OT 005 8 990 16 % 16 % 18 % 

» - .4 ... I 9 Ml IT. 41. *11. 
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don Prov. 


35 28 % Benton Inc 1 . 080.03 192209 


NEW YORK STOCK EXCHANGE COMPOSITE PRIC ES 
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Interest rate fears spark 
sustained morning sell-off 


Sfc* 'L 


Wall Street 

FEARS that the Fed will post- 
pone a further cut in interest 
rates because of inflationary 
concerns sparked a sustained 
sell-off yesterday morning, 
writes Patrick Harverson in 
New York. 

By 1.30pm the Dow Jones 
Industrial Average was 28.96 
lower at 2,903.22. Other leading 
indices also fell: the Standard 
& Poor's 500 was down 3.82 at 
365.57 at 1pm, while the Nas- 
daq composite of secondary 
stocks was down 2.99 at 447.33. 
Big Board turnover was 120m 
shares by Ipm, with declines 
outnumbering advances by 
over two to one. 

The sharp losses at the open- 
ing followed a larger than 
expected rise in January con- 
sumer prices, of 0.4 per cent on 
the month, and 0.8 per cent 
excluding food and energy 
prices. Comments by Mr Alan 
Greenspan, the Fed chairman, 
were taken as a warning that 
interest rates would not be cut 
if infla tion crept back into the 
system. 

Market analysts, however, 
were not alarmed by the fall in 
share prices. Since the 400- 
point gain since the Gulf war 
started on January 16, analysts 
have expected a degree of cor- 
rection, and yesterday’s infla- 
tion figures provided the per- 


of 6.9m shares. 

The ADRs of Glaxo, the UK 
pharmaceutical company, fell 
S1V, to S36V: after a downgrade 
from UBS Phillips and Drew, 
the London-based brokers. 

Among over-the-counter 
stocks System Software 
plunged $7 to S22VS on turn- 
over of 3.2m shares. Wall 
Street analysts had slashed 


ulation that Anheuser-Busch 
was planning a takeover had 
been in the market for several 
months, according to dealers. 
Brascan, which has a 40 per 
cent interest in Labatt, firmed 
C$1 % to C$19%. Placer Dome 
was flat at C$17 ft after report- 
ing a fourth quarter loss of 
four cents per share after a 
profit of 15 cents. 


Political manoeuvres and 
budget delay lift Bombay 

Cement shares have led the rally, on increased 
demand for building materials, says R.C. Murthy 


S IGNS THAT Mr Rajiv 
Gandhi and his Congress 
party could be on their 
way back to power lifted the 
Bombay Stock Exchange (BSE) 
30-share index 10.6 per cent 
early this week. Yesterday 
Prime Minister Chandra Shek- 
har postponed the budget, 
which had been due on Febru- 
ary 28. He had faced pressure 
from the Congress party, 
which feared that a harsh bud- 
get could damage its prospects 
in forthcoming state elections. 

Mr Gandhi's party is flexing 
its muscles and trying to influ- 
ence the policies of the minor- 
ity administration, which came 
to power three mouths ago. 
The party has threatened to 
withdraw its support - first 
on the issue of refuelling facili- 
ties for US military aircraft, 
which has been resolved, and 
second on the formulation of a 
deflationary budget for next 
year, which could now be post- 
poned for a couple of months. 

The market appears to have 
discounted a long Gulf conflict 
It has yet to assess the effect of 
any political manoeuvres. 

Worries about an economic 
downturn pushed share values 
sharply lower in early October 
last year, following a 25 per 
cent increase in petroleum 
product prices because of the 
Gulf crisis. Before then, the 
market had been one of the few 
In the world to enjoy an unbro- 
ken rally following the Iraqi 
invasion of Kuwait in August. 

Indian stock markets have 
steadied this month, boosted 
by a rally in cement shares, 
which had fallen in January on 
fears that the government 
would introduce price controls. 
A rise in local demand for 
cement, and expectations that 
the Gulf states will be a big 
market for Indian building 
materials companies when it 
comes to reconstruction, have 
boosted prospects for the 


industry - which is also the 
least vulnerable to the foreign 
exchange crunch currently 
gripping the country. 

Shares in ACC, the largest 
cement producer, have risen 40 
per cent to Rsl.820, from a low 
of Rsl^OO on January 25. 

Gujarat Ambuja Cement, a 
medium-sized producer, has 
risen 28 per cent to stand at 
Rsl20 yesterday from a low of 
Rs93.75 on January 7, while 
India Cements, the Madras- 
based company which returned 
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to the black two years ago, has 
gained 49 per cent to Rs 120.50 
over the same period. Even the 
laggards are looking up: Modi 
Cement, which has a large 
accumulated loss, was quoted 
at Rsl4.50 yesterday, against 
Rs 10.50 on January 7. 

In spite of the gains in the 
cement sector, the BSE index 
had made only a modest recov- 
ery before this week, advanc- 
ing 8.7 per cent from its six- 
month low of 956.1 on January 
25. Including this week's gains, 
however, the market has 
extended that rise to 20 per 
cent. The index slipped 1.56 
yesterday to 1448.33. 

Investors have not recovered 
from the shock of a 40 per cent 


erosion in share values in the 
last quarter, when the index 
plunged from the peak of just 
over 1,600 on October 9. The 
fall triggered a payments crisis 
on the BSE, where the fort- 
nightly settlement of transac- 
tions was delayed for two 
months, resulting in the bank- 
ruptcy of five brokerages. 

In mid-January trading was 
suspended for nearly two 
weeks, prompted by the need 
to moderate the disruptive 
effect of the Gulf crisis. But 
most market watchers saw this 
as a tactical move to give time 
to brokers who were finding it 
difficult to meet their settle- 
ment obligations. 

The individual investor has 
deserted the secondary market 
and is concentrating on new 
issues. The Rslbn ($53m) share 
issue to privatise the state- 
owned Industrial Credit and 
Investment Corporation of 
India evoked overwhelming 
response last week. 

Earlier, Nagaijuna Fertilis- 
ers and Chemicals mobilised 
Rs400m from farmers in equity, 
surprising the underwriters, 
who had feared that they 
would be left with two thirds 
of the Rs800m equity flotation 
on their hands. 

One recent bullish factor has 
been the resignation of Mr DJ4. 
Ghosh from the government- 
appointed chair m a ns hip of Lar- 
sen and Toubro (L & T). the 
leading engineering company. 
This has paved the way for the 
return as chairman of Mr Dhi- 
rubhai Ambani, head of the 
Reliance Industries group, who 
has close contacts with Mr 
Gandhi's Congress party. 

The market believes that 
L&T's share price will be 
closely linked to the fortunes 
of Mr Ambani. It is, therefore, 
expected to react favourably to 
the exit of Mr Ghosh. On Tues- 
day, it rose Rsl6.25 or 1(L3 per 
cent to Rsll6JZ5. 


Profit-taking sets subdued continental tone 

® ri asn and reached 


feet excuse for profit-taking. their earnings estimates after 
Special situations and earn- disappointing first quarter 
ings prospects featured. Square earnings and a profits warning 
D. the electrical equipment for the second quarter, 
manufacturer, soared $21 to Cytogen rose $1% to $14K as 
S72% on turnover of 2.2m investors responded to a bro- 
shares after the company ker’s buy recommendation, 
received an unsolicited S78-a- Zeos International climbed SYi 
share offer from Schneider of to $23 after reporting an 
France. increase in fourth quarter net 

Hewlett-Packard climbed income from 17 cents a share 
$1% to S46'A on turnover of 2m in 1989 to 40 cents a share in 
shares, and Honeywell 2990. 

advanced SI V: to $56. Both .. ■■.■■ ■ 

companies reported earnings Canada 

data on Tuesday which 

exceeded market expectations. OPENING LOSSES in Toronto 
Tbne-Warner was unchanged were trimmed by midsession 
at $109% in busy trading after yesterday, but caution about 
the entertainment group the Gulf war kept the market 
announced a fourth quarter under pressure, 
loss, but better than predicted The composite index fell 16J) 
underlying earnings. to 3,514-0. Declines led 

Limited, the niche clothing advances by 246 to 215 on voi- 
re tailer which performed well ume of 13m shares. The market 
on Tuesday following good had risen 9.6 per cent during 
results, fell back after a block the previous 15 sessions. 
at 5J3m shares, 1.5 per cent at John Labatt Jumped C$1 % to 
the company, was sold. By C$25 Ys on volume of 63,000 
early afternoon Limited was shares on rumours of a take- 
down $% at $23% on turnover -over bid by Philip Morris. Spec- 


PROFIT-TAKING was 
widespread across the Conti- 
nent yesterday after the recent 
gains. Individual stocks set the 
tone on some bourses, with 
Astra propelling Stockholm to 
a 2991 high while a 12.6 per 
cent drop in Hoogovens pulled 
Amsterdam down, writes Our 
Mark ets Sta ff. 

AMSTERDAM ended sharply 
lower as Hoogovens dropped 
12.6 per cent. The company 
announced that it would have 
to cut steel rolling production 
by 10 to 15 per cent because of 
a drop in demand. The shares 
were briefly suspended before 
the news and then dropped 
FI 6.60 to FI 45m The CBS ten- 
dency index dosed L7 lower at 
86.7. 

Royal Dutch was 30 cents 
firmer at FI 133.70 after report- 
ing a 12 per cent rise in fourth 
quarter net profits to $Ll4bn. 
Trading In Royal Dutch gener- 
ated around FI 121.5m of the 
day's total FI 735.2m. 

STOCKHOLM reversed early 
losses to reach a new high for 
the year thanks to a rally in 
the pharmaceutical company, 
Astra, which reports its 1990 
results on Monday. The market 
is expecting a profit rise of 
between 30 and 35 per cent 

ASIA PACIFIC 


The share price was also 
boosted by research from UBS 
Phillips and Drew, which esti- 
mates that Astra's share of the 
world peptic ulcer market will 
grow to 27 per cent in 1995 
from 5 per cent in 1990, at the 
expense of Glaxo of the UK. 
Astra free B shares closed 

SKrll higher at SKr49L 
The Affarsvarlden General 
index added 3.6 to 1,013.9., 
although volume fell to 
SKr394 m from SKr503m_ 
FRANKFURT’S profit-taking 
was healthy enough, said Mr 
Matthias Welticke of Merck 
Finch in Dusseldorf, but filing 
was reinforced by weakness on 
the bond market where the 
Bundesbank's average bond 
yield rose by 8 basis points 
from 8.40 to 8.48 per emit 
Volume fell from DM9.2bn to 
DM6-5bn. After a drop of &26 to 
663.00 in the FAZ index at mld- 
session, the DAX closed 19.81, 
or 1-2 per cent lower at 1,567-32. 
In the post-bourse, prices 
moved lower still on balance, 
reflecting a weak Wall Street 
There w as a distinct contrast 
in the automotive sector where 
BMW fell DM10.20 to DM46950 
although Daimler gained 
DM2.20 to DM606J20. Mr Wel- 
ticke said that BMW had pot 


up a phenomenal performance 
in the past four four • weeks, 
with the share s up from DM380 
to DM485 at one point, and that 
yesterday's action reflected, a 
conventional switch into the 


oSer for Square D, a US dedn- 

cal components maker which 
is expected io dilute Schnei- 
deT’s 1591 earnings. The stock 
closed at FFr686, dojm VM 
or 5.6 per cent, with 208.375 


L1.640 and rea^ed LL^^-^ : 

the after-market. : , 

Augusta rose to UvJW 

Ox L9 higher at L2^90. - ^^^r 

Sodete Generate tie 
on 


conventional switcn uno toe w* \ its on ^ 

rediscovered Daimler,. up from shares or 4.1 cash market mde* 

DM550 last Thursday. s ubsid iary, shed FFiza or 5*34,78 in volun» 

rrrmr/irr i nor r&mk til FFr534. fall A KnMCftlBf ’ 


ZURICH tumbled in aggres- 
sive profit-taking, with volume 
estimated at below Tuesday's 
SFr777m as the Cr&fii Suisse 
index fell 1L5, or 22 per cent to 
514.7. Active blue chips 
included CS Holding, parent of 
Cr&Bt Suisse, down SFrSO to; 
SFrL830, and C&a-Geigy regis- 
tered, down SFrlOO to SFz2£5Q. 

However, the engineering 
company, Stdzer. rose SFrI30 
to SFr4,31D. There were 
r umo urs that the Swiss finan- 
cier, Mr Werner Bey, may be 
interested in selling his 30 per 
emit gfraicw in the company. 

PARIS was fairly resilient 
for 8 ip last day of the trading 
account, end in the face of a 
lower bond futures market. 
Profit-taking took the CAC 40 
index down 7.86 to L693.07 in 
turnover of about FFr2J3bn, 
after Tuesday's FFxSJSbn. 

Schneider, the electrical 
equipment and construction 
company, dropped to a day's 
low of FFr682 on its $1.9bn 


per emit to FFr534- 
One dealer said that while 
Schneider's timing was poor m 
view of market sentiment, a 
doD ar -based acquisition at a 
time when the US seems poised 
to move out of recession couia 
prove shrewd in the longer 
term. There has been specula- 
tion about the move for toe 
last month, during wlnAtte 
stock tracked or only slightly 
underperformed the market 
Rhfine-Poulenc certificates 
gained FFr4.40 to F Fr295. 40 
after the company reported a 
fan in 1990 profits, but forecast 
a rise in 1991 operating income. 

MILAN profit-taking took 
the Comit index down 9-32 to 
561.03, in volume estimated at 
below Tuesday's L270bn- 
Speculation that Snia would 
broaden its chemical accord 
with Enichem Augusta pushed 
both higher in brisk trade. 
Snia, which is controlled by 
the Agnelli group, was offi- 
cially fixed L44 higher at 


kfG^neiale fell 
BFrl05 toBFr2^20. 

MADRID weakened ® g M fef gfo: . 
it-talring, the gehertl 
Ine 1.23 to 25543 in mot!® aI* 
trading of about Pl3l5hn,_ftftg 
TuSSy’s Ptal8^ 
itfes moved lower, 
gained Ptal4 to 
shares- ■ . . . _ • 

OSLO slipped 
trading, the all-share imiSt 
ing 3.29 to «&36 
NKr220m. Den norske oanxi ^s. 

which reported 1590 .1 

line with expectetuna the .. 

vious day, fell NKrl to Ngjtjfc; jgSv- 

ISTANBUL’S 75-share MK . 
slipped 49.63 to 5.27Sm Tn^ ^ ^ 
ing remained active, 
turnover decline d to 
from TL265bn. ATHENS . 

after Tuesday's 9.4 
jump, with the v 

falling 19.19 

ance stocks continued t o aa^ 
however, with the sectoral; 
index gaining 5J. per cent - ^ _ _ 


Nikkei fluctuates to finish modestly higher 


Tokyo 

SHARE prices fluctuated as 
rumours that the Allied forces 
had started a ground attack on 
Kuwait spread through the 
market during the morning 
session, writes Emiko Temzono 
in Tokyo. 

The Nikkei 225-share average 
closed with a modest gain of 
3Z.S1 at 26,198.79. The index 
rose to the day's high of 
28,340.32 shortly after the open- 
ing on buying interest which 
followed through from Tues- 
day. but fell to the day's low of 
25,836.06 in the afternoon as 
investors grew cautious. Trad- 
ers said the Nikkei was more 
than 10 per cent higher than 
its 25-day moving average, and 
was in danger of overheating. 

Volume fell from Tuesday’s 
l.5bn shares to 900m as foreign 
investors retreated to the side- 
lines. Domestic interest was 
still strong and individual 
investors were active, but the 
overall picture showed falls 
outnumbering gains by 676 to 
333. with 152 issues unchanged. 
The Topix index of all first sec- 
tion stocks lost 10.18 to 
1.947.43, and in London the 
ISE/Nikkei 50 index receded 
13.42 to 1.495JL 

Large-capital issues were 
again actively traded, some 
easing on profit-taking. Mitsui 
Shipbuilding lost Y14 to Y633. 

Mining shares were bought 
as laggards. Traders said inves- 
tors were running out of cheap 
stocks to buy, and were focus- 
ing on the sector. Nippon Min- 
ing. topping the actives list, 
advanced Y58 to Y718. Mitsubi- 
shi Materials rose Y6 to Y868. 

High-priced electricals 
rebounded in the afternoon, 
after meeting profit-taking on 
Tuesday. Sony rose Y170 to 
Y7.150, TDK Y200 to Y5.4S0 and 
Pioneer Electronic Y180 to 
Y5.230. 

Some shares moved on fun- 
damentals. Oki Electric Indus- 
try dropped Y38 to Y812 on 
reports of a fall in profits for 


SOUTH AFRICA 

JOHANNESBURG rose in thin 
trading yesterday, the all- 
share index adding 23 to 2£15. 
The all-gold index climbed 16 
to 1,024. Allied Group, the sub- 
ject of a takeover bid, recov- 
ered from a fell to R2.65, dos- 
ing steady at R&80. 
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the year ending next mnnth, 
due to sluggish semiconductor 
sales and higher interest rates. 
Komatsu, a Tending construc- 
tion machinery maker, fell Y30 
to Y965 on its downward revi- 
sion of profits growth pros- 
pects, due to slower sales. 

Toko, a coil and switch man- 
ufacturer, climbed Y49 to Y920. 
Investors were encouraged by 
brisk sales of its coils for com- 
pact video cameras and mobile 
telephones. The stock has been 
volatile recently an speculative 
interest. 

Credit Saison, the credit 
company belonging to the 
Seibu distribution group, 
surged Y110 to Y2.330 on hopes 
of a 10 per cent scrip issue at 
the end of March. 

In Osaka, the OSE average 
declined for the first time in 12 
trading days, losing 132.15 to 
28347.42 on volume of 107.1m 
shares. 

Nintendo moved ahead Y200 
to Y22.700. The company said it 


was considering reducing the 
trading lot for its stock to 100 
shares from the current 1,000 
charaa to increase the number 
of its shareholders. 

Roundup 

PACIFIC RIM markets were 
mostly lower on profit-taking 
yesterday after the region's 
rece nt st rength. 

TAIWAN was led lower by 
the frmmmai sector cm news 
that the Finance Ministry 

WOUld »T1 itS fiKanphnlAmg s in 

Hna Nan Commercial Bank, 
First Commercial Bank and 
Chang Hwa Commercial Bank 
before the end of June. The 
weighted index ended L94 per 
cent or 975 lower at 4550.68. 
Volume expanded to T$7557bn 
fro m T$ 44A9bn. 

NEW ZEALAND dropped 2.1 
per cent In volatile trading. 
The Barclays index shed 2953 
to 1.356.11 in turnover of 
NZ$27.13m, boosted by off-floor 


trades in Fletcher Challenge 
and Lion Nathan, against 
NZ$18-24m. Fletcher, the day's 
most active stock, slipped 6 
cents to NZ$3.50. 

AUSTRALIA declined 15 per 
cent mi profit-taking. The All 
Ordinaries index closed down 
265 at 1,3725 after turnover of 
A$175m (A$227m). 

Pasminco, a lead and zinc 
producer, dipped 8 cents to 
A$L20 on its expectations of a 
significant loss for the full 
year. Operating profits after 
tax plunged to A$6.4m in its 
fiscal first half ended Decem- 
ber 31 from A$77.6m because of 
a substantial fall in sine prices. 

SINGAPORE closed broadly 
higher in heavy trading. The 
Straits Times Industrial index 
climbed 18J0 or 15 per cent to 
1597.40. Volume increased to 
S$325.4m from S$259m. 

Hong Kong-listed Jardine 
Matheson Holdings, which 
traded in Singapore for the 
first time yesterday, closed at 




HE $30. 25, against Tuesday 
Hong Kong close of HKS3RJJB: .. : 
but volume was low. ' j 

KUALA LUMPUR, the compos- , : , 
ite index rose &92 or 
cent to 56256, but was off tbfri.W/ 
day’s high of 563.S3. Tnroo**?'- -- 
grew to 181.7m shares from- 
Tuesday's 153.6m. - y,v. •: 

SEOUL lost its early gafoiW’f t. 
leav in g the composite index *^, 
66951, up only 0.46 after 
volume of Won31Ibn, 
from Won359bn. 1 7 : '^. 

HONG KONG advanced: 
early declines were followed .fty? - 
strong afternoon buying. Tti&4 r 
Hang Seng index gained 2452V' 
to 3,492.16, but turnover 
declined to HK$l.42hn 
HK$L65bn. ' ' ^ " 

MANILA moved higher in> ; . 
active trading after a quiet-*,. ' 
start The composite index.; 
added 19.65 at 914.17, up 2JB 
per cent, regaining the 900 , j 

level for the first time this 
year. Turnover swelled to '/ . 
1575m pesos from 97.7m. : . .ij j 
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Question mark over swaps 
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THERE HAS now been time to 
digest the effect of the House 
of Lords judgment in the 
Hammersmith and Fulham 
swaps case delivered on Janu- 
ary 24. 

Hammersmith and Fulham 
council had become involved 
in heavy dealing in “swap” 
transactions with several 
banks. At first it did well, and 
encouraged, invested more 
heavily. When the council real- 
ised that other transactions 
were likely to show heavy 
losses it invested still more 
and and continued to lose, 
until it faced a potential loss of 
£500m. 

At this stage the District 
Auditor, Mr HazelL stepped in 
and raised a query. Was the 
council entitled to deal in this 
market at all? He suspected it 
was not It was not long before 
the council realised that it 
would be to its advantage if 
the District Auditor was right 
because it might then have no 
need to pay up. 

The real contestants in the 
case which followed were the 
parties to the swaps deals - 
the council and several banks 
with which it had dealt 

The House of Lords unani- 
mously reversed the decision 
of the Court of Appeal which 
bad Itself, with equal unanim- 
ity, reversed the decision of the 
High Coart on the main point 

Was it ultra vires (outside its 
powers) for a local authority to 
deal in the sophisticated swaps 
market when such dealing can 
be likened to gambling? 

The Divisional Court had 
held in November 1989 that all 
such dealings by a local 
authority were illegal since It 
was outside its powers. The- 
Court of Appeal said that this 
was not so In every case and 
legality depended on the object 
of the council official at the 
time of the deal. 

if the object was money 
management, the deal was in 
order since this was a proper 
function of a local authority. If 
the object was to make a profit 
it was ultra vires since making 
a profit in the financial mar , 
kets is not a permissible coun- 
cil function. 

The Court of Appeal’s deci- 
sion was. hailed as a triumph 
for common sense; but is com- 
mon sense the law? In this case 
the House of Lords rejected 
emphatically the Court of 
Appeal’s decision and rein- 
stated the decision of the Divi- 
sional Court No swap dealing 
was within the powers of the 
council. 

It had taken the law more 


than 14 months to reach this 
conclusion, not counting the 
time it took for the case to 
come to court at the beginning. 
No less than 10 senior judges 
were involved and each appel- 
late court disagreed with, and 
reversed, the decision of the 
previous court which had 
included, in each case, some of 
Britain’s most distinguished 
judges. 

It was Mr Bumble in Oliver 
Twist who said, “If the law 
says that sir, the law is an ass 
- an idiot" What would Mr 
Bumble have said about the 
Hammersmith and Fulham 
case? 

One has to remember that 
the dealers in this market may 
have only a few minutes to 
decide whether or not to accept 
a bargain. It is usually offered 
to them by an intermediary, a 
money broker. Tbe dealer may 
not know the identity of the 
other party. In any event he 
will have little time to ponder 
cm the powers of an apparently 


exchange - or from some 
established forms of insurance. 

The Law Lords said that a 
swap transaction "... is more 
akm to gambling than insur- 
ance”. But if this is correct, it 
would surely apply to every 
swap transaction, and not just 
those involving a council. 

We all know that gaining 
contracts are unenforceable. 
But does it end there or can an 
dement of chance in any com- 
mercial bargain be said to 
make it a gamble so that the 
loser does not have to pay? 

There is an element of 
chance in many commercial 
deals which could not possibly, 
at least before the Hammer- 
smith and Fulham case, have 
been categorised as gambling. 
After all, the experts claim a 
good deal of skill in their abil- 
ity to forecast the future trends 
in interest rates. If this is “akin 
to gambling”, what of the 
proud parent-to-be who 
“Insures against twins” in the 
early stages of his wife’s preg- 


It was Mr Bumble In Oliver Twist who 
said, “If the law says that sir, the law 
is an ass — an idiot. 99 What would Mr 
Bumble have said about the Hammersmith 
and Fulham case? 


respectable council professing 
to have contractual capacity to 
enter into the bargain. He may 
have no time to take legal 
advice, and, if he did so, one is 
left to wonder how correct it 
would have been in view of the 
differing views of the judiciary 
itself. 

To understand the case it is 
necessary to know what a 
swap transaction is. In its sim- 
plest form it is a deal between 
a customer, who agrees to pay 
a bank a fixed rate of interest 
periodically to a given matu- 
rity date, in exchange for 
receipt of a floating rate on the 
same sum over the same 
period. 

The floating rate is usually 
Libor, the London Inter-Bank 
Offer Rate, which varies daily 
and is influenced by economic 
and political factors. If labor 
goes up the customer will do 
well, but if it drops he will do 
badly and the hank wfll g ah* 

So is it an a question of “tak- 
ing a view” - or taking a 
chance? Perhaps it is not so 
very different from trying to 
decide which horse is going to 
win the 350 - but is it also not 
at all different from some 
investments on the stock 


nancy? 

Since the early 1980s the 
swaps market has developed 
and prospered. There are intri- 
cate variations from the sim ple 
back-to-back, or “vanilla" deal, 
which are seen to provide a 
comprehensive and valuable 
method of hedging against 
changes in interest rates. They 

are made use of by many of the 

treasurers of the biggest multi- 
national companies who are 
far removed from the usual 
cojewept of gamblers. 

The decision leaves many 
questions unanswered. In the 
Court of Appeal It was said 
...itmight now be hard to 
end counterparties willing to 
deal in this market with the 
Hammersmith and Fulham 
Council or, perhaps, with any 
other local authority,” 

After the House of Lords 1 
decision there must be a ques- 

tifte w* °l er **** whole ^ 

““ ®nd> perhaps, some other 

foarirets. Yet dealing goes on. 
P£® n ' foreign banks are 
involved and they now feeL 
jm^Ktandably, confused and 
feck confidence in dealing in 
when tW^aiideS 
with full confidence elsewhere. 
None of this helps to main. 


tain London's position as 
leading financial capital of 7 '. 
Europe which the City is try- 
ing so hard to maintain. 

The Law Lords could BOt'V- 
decide about the thousands of 
transactions negotiated' 
between banks and many 
local authorities since 1980.- to . - - 
most of the cases, unlike the .. 
Hammersmith and Fulham - 
case, the banks have been the 
losers. Can they now recovery . 
their money from the connefia ■ ' . 
who had no power to a»A~- 
should not have entered into - . 
the transactions in the lbst 7 .:,.. 
place? ^ . v 

Money paid under a mistake 
of feet is usually recoverable: : 
but money paid under mlstelte ' : 
of law is not The Hou^ ol ' " ; 
Lords did not say which 
was and mistakes of both fart 
and law may have been 
involved. 

The Law Lords were notcatf. 
ceraed with the other . deals .; 
and, even in tiie case before^. 
them, gave little help as to past 
transactions. Lord Templeroan, . 
who gave the main speech,; 
aid: “It may not follow that as. 
between the council amF ibe.-- 
banks, payments made by the i 
co uncil before or after the 
interim strategy can be recov- . 
ered by the council. Not does it: . 
follow that payments received 
by the councal before or after 
[that] period cannot. be recov- ' 
fired by the banks. Thehonse-,.- 
quences of any ulim 'mrv&i 
transaction may : 

facts of each .v; . ■ " 

It seems clear that- rntgatton 
over the many deals- which 
may now be disputed 
on for years. Unless tinft-K-J*,. 
fferiiament intervenes^ aa fap^-^Ji - 
bfiy as poesfote ft couM eren . 
be that this fa a case for retro- 
spective le gislatio n to CUwy up 
the entire mess. - . 

Third parties may. Seal with 
confidence with a company • 
onder the Company’s Act UKft . 
Section 35A provides' ihat.- • 

- ■ - the power of fe bcari ot . • . 
directors to bind the company, . 
or authorise others tcTdi^ so* 
shall be free nf any lhnitation- 
Under the cn vripnwy ^ — 

tion”. . . .. 

All corporations, ^part fifom 
those which are by- their 
uatore charitable ot trust bo*: 
tes, should be brought- into - 
Hne. They should.afi te bound 
by bona fide traiw actio ns with 
others and prevented from j k _ 
avoiding theix nhuptfans ^ w 

When things go TOOD&- ’ '-7 
The author is d TmitSfr of ttei 
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